Merchants Supply Company, Inc., v. Executors of the Estate of John E. Hughes by unknown
- ~·(). 7 
, /. ' 
MERCHANTS SUPPLY COMPANY, 
INC., 
v. 
EXECUTORS OF THE ESTATE OF 
JOHN E. HUGHES. 
Record 1027 
J!'BO:U:: THE OOBPOBATION OOUBT OJ!' THE OITY OJ!' DANVD.aLB. 
''The briefs shall be printed in type not less in size than 
small pica, and shall be nine inches in length and six inches 
in width, so as to conform in dimensions to the printed 
records along with which they are to be bound, in accord· 
a.nce with Act of Assembly, approved March 16, 1903; and 
the clerks of this court are directed not to receive or file a 
brief not conforming in all respects to the aforementioned 
requirements.'' 
The foregoing is printed in small pica type for the infor-
mation of counsel. · 
H. STEW ART JONES, Clerk. 
\ 
MERCHANTS SUPPLY COMPANY, INC., 
v. 
EXECUTORS OF THE ESTATE OF JOHN E. HUGHES. 
To the Honorable Judges of the Supreme Court of Appeal.~ 
of Vi rg·inia : 
Your undersigned petitioner, Merchants Supply Company, 
Inc., respectfully shows unto your Honors that it is aggrieved 
by the final judgment of the Corporation Court of Danville/. 
entered April 20, 1922, in a certain action at law wherein your 
petitioner was plaintiff and the Executors of John E. Hughes 
were defendants. 
A transcript of the record in said action at law accompn-
nies this petition, and from same it will appear that the fol-
lowing are 
THE FACTS. 
The action was by notice of motion for the recovery from 
the Estate of John E. Hughes Twenty-five Hundred Dollars 
($2,500.00) with interest thereon, alleged to be due by him 
to the corporation by reason of his having subscribed to twen-
ty-five shares of the stock of the corporation and having failed 
and refused to pay for same. 
In April or May, 19'19, Julian W. Fretwell, who had for-
merly been in the wholesale grocery business in Danville de-
cided to organize a corporation to conduct a wholesal,e .gro-
cery business in the City of Danville, and he obtained a num· 
:1 
2 Supreme Court of Appeals of Virginia. 
ber of subscriptions, among them one in writing from John 
E. Hughes dated May 2, 1919, introduced as ''Exhibit Fret- ) 
well No. 1'' and found on page 58 of the record herewith. 
From this subscription agreement it appears that Hughes , 
agreed to buy twenty-five shares of stock in this company and 
pay cash for it, upon certain conditions to be first complied 
with by Fretwell on behalf of the company : 
(1) That there should be subscribed and paid in $17,500.00 
worth of stock. Fretwell testified that this was done. 
( 2) That Jfretwell himself should take $1,000.00 worth of 
stock. Fretwell testified that he did so. 
(3) That another business man should be assoCiated w1th 
Fretwell that would take $1,000.00 worth of stock, and that 
this business man should be one that Hughes approved of. 
Fretwell testified that he associated with himself J. R. Hill, 
a good business man, who took $1,000.00 worth of stock; that 
he reported this fact to Hughes and Hughes specifically ap-
proved of Hill. 
The corporation was organized, begun business, $2,500.00 
worth of stock was issued in the name of .John E. Hughes and 
attached to a draft sent to his Bank for collection. By rea-
son of Mr. Hughes' bad health, which culminated in his death 
in the spring of 1922, Hughes did not actually pay for the 
stock, and his executors refused to comply with his contract 
Fretwell testified that he turned over the subscription to the 
corporation which was organized in due course, that same was 
accepted by the corporation and the directors of the corpora-
. fion passed a resolution directing that the subscription 
should be collected. Suit for the collection of this amount 
was brought in pursuance of this direction of the Board of 
Directors. 
The defendant introduced no witnesses. The jury; under 
the instruction of the court, returned a verdict for the de-
fendant which the court refused to set aside and entered judg-
ment thereon against this .petitioner. 
ERRORS AS$IGNED. 
First: It was practically admitted that the testimony of 
Fretwell accompanied by the written evidence introduced war-
ranted finding a verdict for the plaintiff, provided that the 
plaintiff was not precluded by Section 6209 of the Code of 
!J;f ~ 1-(,rv~! l __ -:, • • I ,, v 
J ,.. \ ~: t t - ··-t ... i..-o-~ • '• 
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Virginia, 1919. On this point the court gave to the jury over) ·{ "' · . 
the plaintiff's objection Instruction A for the defendant, set f 1 · 
out on page 11 of the .record, in which the court told the jury :' b/ ( , /1-., 
that. they could n.ot return a verdict for th~ plai~tiff on the/ _, 1 l-: testimony of Juhan W. Fretwell, u:r;Iess his testlm.o~y wasJ 1 ~: : ' , 
corroborated by other competent evidence. The . giVIng of -~ 
this instruction is assigned as error. . .. --------
Second: The plaintiff offered Instruction No. 1 found on 
page 10, which the court refused as offered and amended same . 
by adding thereto the words, ''If they further believe from ~ ,... . . ,. 
the evidence that said company when formed accep~..§.!ig .. r ~.~.: t...l 
~scription of the said John E. Huglles and thereafter 1J_ _. 
treated him as a stockholder in said corporation.'' The fail- ~
ure of the court to give said instruction as o.ffered and the ..£.yy ..... .f) 
giving it as amended is assigned as error. ,.__.-------------
Third: The refusal to· give Instruction No. 2 as asked for 
and amending and giving same by adding the words, ''If said 
subscription was not afterwards waived by said corporation 
when legally organized." The court's action with reference 
to this instruction, which is found on page 11 of the record, 
is assigned as error. 
Fourth: The failure of the court to set aside the verdict and 
enter up judgment for the plaintiff is assigned as error. 
The above assignment will be discussed as. in the order 
above named: 
First: By the giving of Instruction A, the court in effect 
directed a verdict against the plaintiff. It is, of course, clear 
from the record that there was ample corroborative evidence 
of Fretwell's testimony as to his agreement with Hughes in 
the written agreement signed by Hughes. As to the forma-
tion of the corpora~ion and its proceedings, the ·selection of 
Hill and his approval by Hughes and the per!orma:QQ~of 
t1i.'e0ther conditions that it was rfecessary for the plaintiff to 
prove. these while proven clearly and in effect practically ad-
mitted, were proven mainly by the testimony of Fretweli, and 
whlre- Fretwell's testimony was amply supported by- circum-. 
stances and surroundings, there was no direct testimony of 
other witnesses corroborating him, as from the nature of t}l~ "'\ 
case it wal_im~ him to produce witnesses r,.~ 
roborate him a () tfi(foonversa 1on e a a w1th I!l!gh~s. 
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It is, therefore, the view of the petitioner that this instruetion 
was clearly erroneous and clearly harmful, and that for this 
reason alone, if for no other, the judgment of the court should 
be reversed. It appeared from the testimony that Fretwell 
was the organizer of Merchants Supply Company, Inc., was 
one of its officers and was one of its stockholders. The de-
fendant relied upon Section 6209 of the Code. It is submit-
ted that this section of the Code is clearly not applicable, the 
material part of the same reading as follows: 
"In an action against an executor, no judgment or decree 
shall be rendered in favor of an adverse or interested party 
founded on his uncorroborated testimony.'' (Italics ours.) 
It is respectfully submitted that this section, therefore, re-
quires corroboration of the testimony only of a pa.r'ty to the 
action; that here Fretwell is not a party to the action, no 
judgment rendered would be in his favor, and that there is 
absolutely nothing in the statute to require that his testi-
mony should be corroborated. It is submitted that this ques-
tion is no longer an open one in Virginia, having been deter-
mined in favor of your petitioner in the case of Robertson~ s 
Executor vs. Atl'arntic Coa.st Realty Co., 129 Va. 494, which is 
clearly and directly in point, and from which we quote the Ian., 
guage of Judge Burks on page 505, as follows : 
"It is true that he was the plaintiff's contracting agent in 
making the contract in litigation, and might have well been em~ 
braeed in the class of witnesses requiring corroboration,, but 
the language of the statute does not cover his situation, and 
the court cannot extend its provisions beyond what the Ian, 
guage justifies. If it had been intended to extend the require-
ment of corroboration to contracting agents, the statute would 
have said so, but it has not, and the oourt cannot read that 
provision into it. The first branch of the statute does not deal 
with competency of witnesses but with the weight to be given 
to their testimony. It provides that 'no judgment shall be 
rendered in favor of an adverse or interested party founded 
on his uncorroborated testimony.' In order to require cor-
roboration, there must be a witness who testifies in the cause, 
and he must be seeking a judgment or decree in his favor. and 
thus be 'an adverse or interested party.' '' · (Italics ours.) 
Of course, indirectly, Fretwell, as a stockholder of the com~ 
pany, may' be interested. If the court is to apply the wording 
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of the statute, it refers only to a party to the suit, and the ef-
fect of the holding of the trial court is that the testimony of a 
stockholder or officer of a corporation must he corroborated 
when he is not a party to the suit, merely because he has an 
indirect interest in the success of the corporation in the litiga-
tion. If such be the true construction of the statute, no limit 
is placed. A stockholder would be interested if he owned on~ 
share or if he owned the majority of the stock. It is submitted. 
therefore, on the authority of the above cited case that the ac-
tion of the trial court in this particular was clearly erroneous. 
Second: The addition to the plaintiff's Instruction No. 1 
told the jury that the plaintiff could not recover, unless the 
corporation had treated Hughes as a stockholder in the corpo-
ration. It is submitted that this was error. Under no possi-
ble view of the evidence could Hughes have been a stockholder. 
The facts were that he had subscribed to the stock and the 
stock had been issued, but he had wholly neglected and refused 
to pay for same, so that he might become a stockholder. Tho 
ve.z_ist;n:u~JL~the...t>arties was whether or not be bad~· 
scnbed to_the stook, but the court takes the view that the cor-
porafion.-must have accepted and treated him~s ~- st~Q~.~_q]_rfer 
when he himself h~mplied with his agreement to pay 
cash for the stock, and he could not possibly become a stock-
holder until this was done. See Fletcher Cyclopaedia Corpo.-
ra tion v ol. 2;"'page. "i28t: 
''A subscription upon a condition precedent becomes abso-
lute as soon as the condition is substantially performed, with-
out any further act or consent on the part of either of the cor-
poration or the subscriber, both for the purpose of rendering 
the subscriber liable on the subscription, etc." 
Third: The court a1nended plaintiff's Instruction No. 2 
by adding the words: .''If said subscription was not after-
wards waived by said corporation when legally organized.'' 
The addition to this instruction and the giving of Instruction 
No. 2 as amended after giving Instruction No. 1 as amen_ded, 
was prejudicial error to your petitioner for the following rea-
sons: 
(a) The mere reading of the instructions will show that 
they are in direct conflict. Instruction No. 1 tells the jury that 
if they believe certain facts to be true as set out in that in-
struction, they must find a verdict for the plaintiff. It makes 
Supreme Court or ..&.!J.lJ~als of Virginia. 
\
\ no mention of the waiver, whereas Instruction No. 2 adds a 
\
condition as to t.he waiver, so that the .ju:y is left without any 
real knowledge as to what the court did Intend to say·the law 
was. . 
(b) There i~~bsolutely n~;q~e t.9 est~blisjl an_y_B_QJ't of 
\vai~EY th~ eoi"_Eg:ration. On the contrary, the- specific evi-
dence was J.hal]lie corporation, who could alonewa_!y~ ·sa:td 
SUbSQ!lption, Specifically directed that it shoulaJ~e collecterl. 
The effect of this addition to the instruction could be Q_J!!y _ _!!?.is-
leading to the jury, and upon this point your petitioner consi'd-
ers it'sn1licient to cite the definition of "waiver" as approved 
by this court in Eichelbarum vs. Klaff, 125 V a., page 100: 
''Waiver is where one in possession of any right, whether 
conferred by law or contract, and of full knowledge of the ma-
terial facts, does or forbears the doing of something inconsist-
ent with the existence of the rights of its intention to rely upon 
it; thereupon he is said to have waived it." 
(c) There is absolutely no evidence of any sort, or an at-
tempt on the part of the defendant to prove that there had 
been any waiver by the corporation as it is defined. 
Fourth: From the foregoing discussion, it appears that if 
the testimony of Fretwell is accepted without corroboration, 
there having been no testimony for the defendant, that the 
only verdict the jury could have reached would have been one 
for the plaintiff. The evidence was clear and explicit that the 
contract of subscription was made; that each and every con-
dition thereof was complied with; that the subscription was 
owned by the corporation duly formed, and that the other 
stockholders relied upon this subscription; that this stock was 
duly isued and tendered to Hughes and that there was no rea-
son under his contract why he should not be required to pay 
for same. See Cook on Corporations, 2nd Edition, page 293; 
and rules of Professor Collins laid down on page 300 of Cook 
on Corporation, 2nd Edition, from which we quote from page8 
318 and 319 as follows : 
"Conditional subscriptions like other contracts are to be 
construed reasonably and according to the intent of the par-
ties as indicated by the language used in the contract. The 
circumstances under which the subscription was made are' also 
to be taken into consideration. If two interpretations are pos-
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sible, that which facilitates the enterprise is preferred to that 
which retards it. If the meaning is ambiguous, it is for the 
jury to say what the interpretation is to be.'' 
For the above reasons it is respectfully submitted that the 
judgment of the Corporation Court of Danville should be re· 
versed and that in accordance with the statute of Virginia, 
judgment should be entered for the plaintiff for the sum of 
Twenty-five Hundred Dollars ($2,500.00) with interest thereon 
from the 5th day of March, 1920, as claimed in the amended 
notice, page 7. 
Respectfully, 
MERCHANTS SUPPLY COMPANY, INC., 
Counsel. 
We, Malcolm K. Harris and E. J. Harvey, attorneys, prac-
ticing in the Court of Appeals of Virginia, do certify that in 
our opinion, the judgment of the Corporation Court of Dan-
ville, Virginia, in the ·action at law wherein the Merchants 
Supply Company, Inc., is plaintiff, and the Executors of John 
E. Hughes are defendants, rendered on the 20th day of April, 
1922, a transcript of the record of which is hereto attached, 
should be reviewed by the Supreme Court of Appeals of Vir-
ginia. 
Given under our hands this 4th day of October, 1922. 
Rec'd October 9, 1922. 
MALCOLM K. HARRIS, 
E. J. HARVEY. 
J.L.K. 
Writ of error awarded. Bond $200.00. 
JOS. L. KELLY. 
To the Clerk of the Court at Richmond. 
Received October 19, 1922. H. S. J. 
VIRGINIA: 
Pleas before the Judge of the Corporation Court of Dan-
ville, at the Court-house thereof, on the 20th day of April, 
1922. 
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Be it remembered, that heretofore, to-wit: On the 16th day 
of March,1922, came the Merchants Supply Company, "Inc.," 
by its Attorneys, and filed in the Clerk's Office of said Court 
its Notice to recover judgment aga).nst W. D. Powell, Commit-
tee for J no. E. Hughes, which notice is in the following word~ 
and figures, to-wit: 
"NOTICE." 
To W. D. Powell, Committee for J no. E. Hughes: 
Please take notice that we will, on the lOth day of April, 
1921, move the Corporation Court of Danville, Virginia, for a 
judgment against you for the sum of Twenty-five Hundred 
dollars, ($2,500.00) with interest thereon from the 10 
Sept., 1919, until paid, said sum being due to us from you by 
reason of the following: 
, 
1. That heretofore, to-wit: on the 2nd of May, 1919, 
John E. Hughes, individual, entered into a valid and binding 
contract with Merchants Supply Company, Inc., whereby he 
contracted and agreed to pay for in cash twenty-five shares of 
capital stock of !tlerchants Supply Company, Inc., at the price 
of $100.00 per share, in accordance with his written agree-
ment, copy of which is hereto attached nnd made a part hereof 
as fully as if copied in. the notice. · 
2. That you, the said W. D. Powell, are the duly qualified 
Committee of John E. Hughes, and as such, are the party 
against whom suit should be brought for the enforcement of 
the contract made by the said John E. Hughes. 
3. That the Merchants Supply Company, Inc., duly complied 
with each and every provision and condition of the said con-
tract as set out in said letter of the 2nd of May, 1919, hereto 
attached, in that on or before, to-wit: the 1st day of Jan., 1920, 
did get subscribed and did have paid in cash at least $17,500.00 
worth of stock, and Julian W. Fretwell did take and pay cash 
for at least $1,000.00 of stock, and get a bood busi-
page 2 ~ ness man, to-wit: J. R. Hill, to take at least $1,000.00 
worth of stock, and that the said J. R. Hill was ap-
proved of by John E. Hughes, and did become associated with 
Julian W. Fretwell in the conduct of the Merchants Supply 
Company, Inc.; That Julian W. Fretwell was the organizer of 
the Merchants Supply Company, Inc., and the Merchants Sup-
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ply Company was the concern duly organized by the said Ju-
lian W. Fretwell by obtaining subscriptions to the stock and 
was the company referred to by the said John E. Hughes in 
his letter of May 2, 1919, hereto ·attached; that the contract 
made between the said John E. Hughes and Julian W. Fret-
well was niade for and on behalf of the Merchants Supply 
Company, and in the due course of the formation· of said Com-
pany said subscr~ption became and was the property of Mer~ 
chants Supply Company, Inc., and the Merchants Supply 
Company is the owner o£ said subscription and entitled to 
maintain its suit thereon. 
4. The Merchants Supply Company, In~., in pursuance of 
said agreement issued in the name o£ John E. Hughes, twenty-
five (25) shares of the capital stock and tendered and offered 
to deliver same, but you, the said Committee of John E. 
Hughes, neglected, failed and refused to accept said stock or 
to pay therefor. Whereupon a cause in action accrued to re-
cover of and from you the sum of $2,500.00 with interest there-
from the first day of Jan., 1920. There is hereby tendered you 
the aforesaid certificate for twenty-five (25) shares of the 
stock of the Merchants Supply Company, ''Inc.,'' which is 
and does become the pr~perty of. the said John E. Hughes 
upon the payment of the subscription price of $2,500.00 with 
interest thereon as aforesaid. 
Therefore, for the reason aforesaid, we will, at io o'clock A. 
· M. on the lOth day of April, 1922, move the Corporation Court 
of Danville for a judgment against you for the said sum as 
aforesaid. · 
page 3 r 
' I 
Respe~tfully, 
MERCHANTS SUPPLY COMPANY, INC.· 
By HARRIS & HARVEY, Counsel. 
JOHN E. HUGHES & COMPANY, · 
INC. 
Danville, Va., U. S. A., 
May 2nd, 1919. 
Mr. Julian W. Fretwell, 
City. 
10 t:;upretne Court of Appeals of Virginia. 
Dear Sir: 
Thi~ is to conftnn to you, that as soon as you get subscribed 
and paid in $17,500.00 worth of stock you propose to issue to 
run your new business, and associate with you some good busi-
ness ruan, who will take not less than One Thousand dollars 
worth of stock, and you, yourself, take not less than One Thou-
sand dollars worth, and the gentleman referred to, to be a 
good business mnn and one I can approve of, I will be glad to 
subscribe $2,500.00 worth of same, and pay cash for it, but I 
will not do anything further in the matter until this is done. 
Yours very truly, 
(signed) JNO. E. HUGHES. 
JEH/GS. 
COPY. 
page 4 ~ "RETURN ON NOTICE.'' 
Executed by delivering to W. D. Powell a true copy of the-
within Notice on the 16th day of March, 1922, within my baili-
wick. 
Fee .50cts. P. H. BOISSEAU, 
Sergeant City of Danville. 
·And now at this day, to-wit: At a Corporation Court of 
Danville, held at the Court-house thereof, on the 20th day of 
April, 1922, being the day and year first herein mentioned. 
This day came the parties by their Attorneys, nnd it appear-
ing to the Court that John E. Hughes, is dead, whose Com-
mittee is sued in this motion; On motion of Julian Meade, W. 
D. Powell, W. C. Thomas, First National Bank of Danville, 
Va., and The First National Bank of Richmond, Va., Execu-
tors of the said John E. Hughes, dec'd, for the purpose of ex-
pediting the hearing of this cause, said cause is revived in 
their names as said Executors and shall proceed against them 
as defendants, but provided said Executors do not waive any 
right or admit any liability, save to become parties defendant; 
Thereupon said Executors filed a written demurrer and 
grounds of demurrer to the plaintiff's Notice, and the said 
plaintiff joined therein, which demurrer having been consid-
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ered by the Court, is sustained, and the said plaintiff, by 
counsel excepts. Whereupon the said plaintiff, with leave of 
the Court, is< allowed to file an amended Notice in this cause, 
which is accordingly done. Thereupon the said Executors 
filed a written demurrer to the plaintiff's amended Notice, 
and the said plaintiff joined therein, which demurrer having 
been considered by the Court, is overruled. Whereupon the 
said Executors say that the said John E. Hughes, deceased, in 
hi~ lifdime, did not undertake or promise in manner and form 
as in the plajntiff's mnended notice against him is alleged, and 
of this they put thernse~.ves upou the Country, and the plaintiff 
doth the like. 'l'herE·upon came a jury, to-wit: R. Bruce 
McKee, Mose Roman, J. C. Elliott, J. W. Bledsoe, Jr., Wm. M. 
Enright, B. Frank Gravely, & D. B. Gardner, who, being 
elected, tried and sworn according to law, well and truly to try 
the 1ssue joined, and having heard the evidence, 
page 5 ~ upon their oath do say, "We, the jury, find for tl,.e 
defendants.'' 
Whereupon the said plaintiff moved the Court to set aside 
the verdict of the jury, and enter judgment for the plaintiff, 
or to set aside said verdict and grant the plaintiff a new trial, 
(1st.) On the grounds that the same is contrary to the law and 
the evidence; (2nd.) That the Court erred in not giving in-
stuctions 1 & 2, in the form as asked for by the plaintiff, but 
giving same as amenc1ed, and given over the objection of the 
plaintiff instruction ''A'' asked for by the defendants. ( 3rd.) 
That the Court erred in the admission and exclusion of testi-
mony; which motions, having been considered by the Court, 
are overruled, and the plaintiff, by counsel, excepts. 
Therefore it is considered by the Court that the plaintiff 
take nothing by its amended Notice, but for its false clamor 
be in Mercy, &c., and that said Executors go thereof without 
day, and recover against the said plaintiff their costs by them 
about their defence herein expended. 
To which action of the Court in overruling the plaintiff's 
motions to set aside the verdict of the jury and enter judg· 
ment for the plaintiff, and in refusing to gran~ the plaintiff a 
new trial, and in entering up judgment on said verdict, the 
said plaintiff, by counsel, excepts .. 
"DEMURRER TO ORIGINAL NOTICE." 
The defendants come, by their attorney, and say that the no-
12 Supreme Court of Appeals of Virginia. 
tice of motion for a judgment in this action is not sufficient in 
law, and for grounds of their demurrer say: 
1st. The letter of John E. Hughes, attached to and made a 
part of the notice of motion for a judgment, is not a subscrip-
tion to capital stock, but, if it has any validity at all, it is 
merely a promise to Julian Fretwell to subscribe, at some 
time in the future, to stock in "your new business'~ on condi-
tions ; and, even if plaintiff company is in ''new business'' re-
ferred to, it cannot sue on said letter as. a subscription to its 
capit~;tl stock. 
page 6 r 2nd. The letter attached to said Notice of Mqtion, 
on its face, is too indefinite to be enforced. 
3rd. The Notice of Motion does not show a complete agree-
ment between Julian Fretwell and John E. Hughes, on which 
a right of action can be based, as between.them, and plaintiff 
company cannot claim a right of action thereon. 
4th. Even if the lette~ filed with the No.tice of Motion had 
been sufficient as a conditional.subscription to stock in a cor:-
pq:ration, the conditions, ~f carried out as alleged, were not 
perlormed within a reasonable time an ca:nnot be binding on 
John E. Hughes, deceased. 
4th. Even if said letter could· be .'regarded as an offer or 
promise to subscribe, at some time thereafter, to stock in a 
corporation, it was not accepted by plaintiff corporation 
within a reasonable time. 
·6th, That even: if said Julian Fretwell or plaintiff corpora-
tion performed all of the conditions set out in said letter, 
wit.hin a reasonable time, the Notice of Motion :for a judgment 
does not show that John E .. Hughes; thereafter subscribed for 
stock in plaintiff corporation. 
MEADE & MEADE, 
For Defendants. 
''AMENDED NOTICE.'' 
Notice of motion for judgment ~hi~h h~s been revived by 
motion of the defendant against W. D. Powell, W. C. Thomas, 
The First National Bank of Danville, Danville, Va., the First 
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National Bank of Richmond, Va., Executors of the Estate of 
John E. Hughes, the above named executors, in pursuance of 
order of the Corporation Court of Danville, now being the de-
fendants herein. 
Amended notice filed by leave of Court. 
Strike out paragraphs one, two and three of the original no-
tice, and in lieu thereof insert the following: 
page 7 r 1. That heretofore, to-wit: Jno. E. Hughes was a· 
resident of the City of Danville, Virginia, and Julian 
W. Fretwell was also a resident of the said City. The said Ju-
lian W. Fretwell worked out a plan to organize a corporation 
to have its principal office in the City of Danville, Virginia, for 
the conduct of a wholesale grocery business, and submitted 
said plan to the s1aid Jno. E. Hughes, whereupon the said .Jno. l 
l~J. Hughes agreed to and with the said Julian W. Fretwell that I 
) ,he, the said J no. E. Hughes would take, and pay the sum of \I 
(
/ $2,500.00 in cash, for 25 shares of the capital stock of said cor-
(
' .poration when formed. This said agreement with the said 
J no. E. Hughes was duly confirmed by a letter dated May 2nd, 
1919, which is hereto attached as a part of this notice. . 
2. That the said Julian W. Fretwell proceeded promptly 
with the organization of said Corporation,. obtained a charter 
therefor on the 26th day of August, 191'9; that each and every 
legal requirement of every kind provided for by the laws of 
Virginia were fully complied with in connection with said 
corporation; that from time to time, between May 2, 1919, and 
the date of obtaining the said charter the said Julian W. Fret-
well consulted with the said .J no. E. Hughes as to the organ-
ization and formation of said corporation, both orally and by 
correspondence. The said Jno. E. Hughes was offered the pres-
idency of said corporation and in every way participated in 
and was party to the organization in carrying out the plan 
for the formation of the said J\ferchants Supply Company, In-
corporated. 
3. The said Julian Fretwell for and on behalf of the lVIer-
chants Supply Co., ''Inc.''' and the said Merchants Supply 
Co., "Inc.," duly complied with eaeh and every provision and 
ag-reement set out in said letter of Jno. E. Hughes, under date 
of t~e. 2nd day ?f May, 1919. Each and every one of said 
prov1s1ons of said letter having been fully and completely 
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complied with promptly and fully p:dor to, to-wit: the 5th day 
of March, 1920, and prior to said date the said Julian W. 
Fretwell and the said Merchants Supply Co., ''Inc.," did get 
subscribed and did have paid in in cash at least $17,500 worth 
of stock. Julian W. Fretwell did take and pay cash 
page 8 ~ for not less than $1,000.00 worth of stock. The said 
Julian W. Fretwell did associate a good business 
man. to-wit: J. R. Hill, and the said J. R. Hill did take at least 
$1 :000.00 worth of stock and pay for same in cash, and, prior 
tl"'ereto, the said J. R. Hill was fully discussed with the said 
Jno. E. Hughes and fully approved by him. 
The new business referred to in said letter of May 2, 1919, 
was the Merchant's Supply Co., Inc., and the name of the or-
g-anization, its purposes, etc., were fully discussed with and 
approved by the said Jno. E. Hughes. 
4. That the c.ontract made by the said Jno. E. Hughes for 
the purchase of said stock was made for and on behalf of the 
Merchants Supply Co., Inc.,'' the plaintiff herein, and became 
and was the property of said Corporation in pursuance of the 
regular course of the organization of same. and by reason of 
its beneficial ownership of said contract~ the plaintiff herein 
is entitled to maintain thi&l suit in its own name. 
5. That in pursuance of his contract the Merchants Supply 
Co .. Inc .. duly accepted said subseription of Jno. E. Hughes 
and notified him thereof. The stock called for by said sub-
'Seribtion was duly issued to the said Jne. E. Hughes in his 
name under date of the loth day of September, 1919, and the 
same promptly offered to the said J no. E. Hughes. and pay-
ment therefor in aecordance with the terms of said subscrip-
tions requested, but the said Jno. E. Hughes, by reason of ab-
sence from the City of Danville, ill health or otherwise, neg-
lected, failed and refused to receive said stock apd to pay for 
same the sum of $2,500.00. 
6. That on March 26, 1921J the said J no. E. Hughes was de-
clared incompetent and W. D. Powell was appointed his Com-
mittee; that request for the payment of said subscription 
price was made to said Powell as Committee; that same was 
refused by him. This suit was, therefore, instituted against 
the said W. D. Powell as such Committee but, due to the death. 
of the said Jno. E. Hughes while same was pending, has now 
been revived as aforesaid against the executors . of the said 
Jno. E. Hughes, and, therefore, the plaintiff says it 
page 9 ~ is entitled to recover from the estate of the said 
Jno. E. Hughes its damages for his failure to com-
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ply with his contract as aforesaid, which said damages are the 
sum of $2,500.00, purchase price agreed upon for said 25 
shares of stock at $100.00 per share, and the said plaintiff is 
also entitled to recover interest thereon from the lOth day of 
September, 1919, until. paid, and that then the estate of the 
said Jno. E. Hughes will be entitled to receive the aforesaid 
25 shares of stock duly issued in his name, which are hereby 
tendered to said defendants with this notice. 
MERCHANTS SUPPLY COMPANY, INCOR.PORATED, 
By HARRIS & HARVEY, Counsel. 
''DEMURRER TO AMENDED NOTICE.'' 
The defendants, by their Attorneys, say that the amended 
notice of motion, in this action, is not sufficient in law, and 
for the grounds of their demurrer they refer to the written 
grounds of demurrer, set forth in the demurrer to the origi-
nal notice of motion, in this action, and ask that they be here 
read as the written grounds of this demurrer to said amended 
notice of motion. 
MEADE AND MEADE, 
Attys. for defendants. 
·And at another day, to-wit: At a Corporation Court of Dan~ 
ville, held at the Court-house thereof on the 17th day of June, 
1'922: 
This day came again the parties, by their Attorneys, and the 
plaintiff tendered its Bills of Exceptions to the ruling and 
judgment of the Court in this cause, which were severally filed, 
and sealed by the Court and ordered to be made a part of the 
record in th:ts cause. 
''CERTIFICATES OF EXCEPTIONS.'' 
Certificate as to Instruction offered by the plaintiff and re· 
fused as offered : 
page 10 ~ The plaintiff offered instruction No. 1 in the fol-
lowing words: 
''The Court instructs the jury that if they believe from the 
evidence in this cause that Julian Fretwell was the organizer 
of Merchants Supply Co., Inc., and that for and on behalf of 
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said corporation he entered into a contract with John :m. 
Hughes as confirmed in a letter of May 2, 1919, introduced in 
evidence, and that thereby Hughes agreed on condition to take 
and pay for $2,500.00 worth of stock, and if the jury further 
believe: 
First: That the said Fretwell within a reasonable time 
after May 2, 1919, did get subscribed and paid in $17,500.00 
worth of stock in the Merchants Supply Co. and did associate 
with him J. R. Hill ; 
Second: That the said J. R. Hill was a good. business man 
and did take $1,000.00 worth of stock. 
Thi.rd: That the said Julian Fretwell did subscribe and pay 
for $1,000.00 of stock; 
Fourth: And that the said ,J. R. Hill was a good business 
man and was approved of by the said Jno. E. Hughes; 
Then the Court tells the jury that the subscription to sa1d 
stock of Merchants Supply Company became binding upon the 
said Jno. E. Hughes and the said Jno. E. Hughes was obliged 
by said subscription to take and pay for $2,500.00 of stock in 
said lYferchants Supply Co., and if the jury further believe 
that the said Merchants Supply Co. in due course became the 
own~r of said subscription agreement and that said stock has 
been tendered to J no. E. Hughes or his. legal representa-
tives and they have neglected or refused to take and pay 
for same, then the plaintiff is entitled to recover against the 
defendant in this suit the sum of $2,500.00 with interest there-
on from such date as the Jury think proper under all the evi-
dence.'' . · 
The Court refused to give said instruction as offered and 
amended same by adding thereto : ''If they further believe 
from the e-vidence that said Company when formed accepted 
said subscription of said John E. Hughes and 
page 11 r thereafter treated him as a stockholder in said Cor-
poration.'' 
To the refusal of the Court to give this instruction as asked 
and to the giving of same as amended, t~e plaintiff excepted. 
Teste: This the 17th day of June, 1922. 
D. P. WITHERS, Judge-
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CERTIFICATE AS TO THE INSTRUCTIONS GIVEN 
FOR THE DEFENDANT. 
At the request of the defendant, the Court gave to the jury 
over the objection of the plaintiff, the following instruction, to 
the giving of which instruction over its objection the plaintiff, 
by counsel, excepted : 
"The Court instructs the jury, that John E. Hughes, one 
of the parties to the contract sued on, being dead, they cannot 
render a verdict for the plaintiff, in this action, on the testi-
mony of Juli~n W. Fretwell unless his testimony is corrob-
orated by other competent evidenee.'' 
Teste: This the 17th day of June, 1922. 
D.P. WITHERS, Judge. 
CERTIFICATE AS TO INSTRUCTION OFFERED BY 
THE PLAINTIFF AND REFUSED AS OFFERED. 
The plaintiff offered instruction No. 2 in the following 
words: 
''The Court instructs the jury that if they believe from the 
evidence that Hughes agreed orally or in writing· to take and 
pay eash for $2,500.00 worth of stock in Merchants Supply 
Co., ''Inc.," when formed, provided certain eonditions were· 
complied with and that the plaintiff or Fretwell did comply 
with the conditions, then said contract became fully binding on 
the said John E. Hughes." 
And the Court refused to give said instruetion as offered 
and over the objection of the plaintiff, amended same by add-
ing thereto the words: "if said subscription was not after-
wards waived by said Corporation when legally organized.'' 
page 12 ~ To the refusal to give this instruction as offered 
and to giving same as amended the plaintiff, by 
counsel, duly excepted. 
Teste: This the 17th day of J nne, 1922. 
D.P. WITHERS, Judge. 
The following are all the instructions given by the Court: 
1-8 Bupreme Court of Appeals of Virginia. 
"A." 
The Court instructs the Jury, that John E. Hughes, one of 
the parties to the contract sued on, being dead, they cannot 
render a verdict for the plaintiff, in this action, on the testi-
mony of Julian Fretwell unless his testimony is corrobor-
ated by other competent evidence. 
INSTRUCTION NO. 1. 
The Court instructs the jury that if they believe from the 
evidence in this case that Julian Fretwell was the organizer of 
Merchants Supply Co., Inc., and that for and on behalf of said 
corporation he entered into a contract with John E. Hughes 
as confirmed in a letter of May 2, 1919, introduced in evidence, 
and that thereby Hughes agreed on condition to take and pay 
for $2,500.00 worth of stock, and if the jury further believe. 
First: That the said Fretwell within a reasonable time after 
May 2, 1919, did get subscribed and paid in $17,500.00 worth 
of stock in the Merchants Supply Co., and did associate with 
him ;. R. Hill; . 
Second: That the said J. R. Hill was a good business man 
and did take $1,000.00 worth of stock. 
Third: That the said Julian Fretwell did dubdcribed and 
pay for $1,000.00 of stock; 
Fourth: And that the said J. R.Hill was a good business 
man and was approved of by the said Jno. E. Hughes. 
Then the Court tells the jury that the subscription to said 
stock of Merchants Supply Company became binding upon 
the said .Jno. E. Hughes and the said Jno. E. Hughes was 
obligated by said subscription to take and pay for $2,500.00 of 
stock in said Merchants Supply Co. ; and if the 
page 13 ~ jury further believe that the said Merchants Sup· 
ply Go. in due course became the owner of said 
subscription agreement and that said stock has been tendered 
to Jno. E. Hughes or his legal representatives and they have 
neglected or refused to takeand pay for same, then the plain-
tiff is entitled to recover against the defendant in this suit 
the sum of $2,500.00 with interest thereon from such date as 
the jury think proper unqer all the evid~nce. If they fur-
ther believe from the evidence that satd Company when 
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formed accepted said subscription of said John E. Hughes and ,, 
thereafter treated him as a stockholder in said Corporation. 
INSTRUCTION NO. 2. 
The Court instructs the jury that if they believe from the 
evidence that Hughes agreed orally or in writing to take and 
pay cash for $2,500.00 worth of stock in Merchants Supply 
Co., Inc., when formed provided certain conditions were com-
plied with and that the plaintiff or Fretwell did comply with 
the conditions then said contract became fully binding on the 
said John E. Hughes, if said subscription was not afterwards 
waived by said Corporation when legally organized. 
INSTRUCTION NO. 3. 
The Court instructs the jury that there was no requirem t 
that the conditions set out in the letter of Hughes dated May 
2, 1919, should have been complied with on any particular date. 
All that was required was that same should be complied with 
in a reasonable time and the jury are the judges of what was 
a reasonable time under all the circumstances. 
Teste: This the 17th day of June, 1922. 
D. P. WITHERS, Judge .. 
After the jury had rendered their verdict in this case, the 
plaintiff moved the Court to set aside the verdict and grant it 
a new trial upon the grounds as stated in the order of the 
Court, which is hereby made a part of this exception, but the 
Court overruled said motion and refused to set 
page 14 ~ aside the said verdict, to which action of the Court 
the plaintiff duly excepted. 
Teste: This the 17th day of June, 1922. 
D.P. WITHERS, Judge. 
After the verdict of the jury had been rendered in this case, 
the plaintiff moved the Court to set aside the verdict of the 
jury against it and enter judgment for the plaintiff for the 
reasons appearing in. the order of the Court, which is hereby 
made a part of this certificate, but the Court overruled said 
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motion, to the action of the Court in this regard and plain-
tiff duly excepted. 
Teste: This the 17th day of J nne, 1922. 
D.P. WITHERS, Judge. 
The following evidence on behalf of the plaintiff and the 
defendant is all the evidence introduced: 
''EVIDENCE.'' 
page 15 ~ JULIAN W. FRETWELL. 
EXAMINATION IN CHIEF. 
Bv Mr. Harris: 
"'Q. Your name is Julian W. Fretwell~ 
A. Yes. 
Q. How long have you lived in Danville~ 
A. Forty-one years. 
Q. Some years ago were you engaged in the wholesale gro-
cery business in Danville? 
A. Yes. 
Q. What was the· name of that concern~ 
A. J. W: Fretwell Co., Inc. 
Q. That company discontinued business and for a number 
of years you were not engaged in the wholesale grocery busi-
ness? 
A. That is correct. 
Q. How long have you known Mr. Jno. E. Hughes? 
A. I suppose more or less intimately for ten or fifteen years. 
Q. In the year 1919 did you have occasion to see him fre-
quently and have frequent conversations with him? If so, ex·-
plain to the jury how it came about? 
A. I did. I used to have frequent conversations with him, 
was in the hotel a good deal. About the year 1919 business 
conditions looked like they were picking up and I decided to 
go back into the grocery business. 
Q. Did 1fr; Hughes live at Hotel Burton? 
A. Yes. 
Q. Did you stay there frequently? 
A .. I -\vas around there right much. 
Q. During the year 1'9·19 you saw him frequently at Hotel 
Burton? 
A. Very frequently. 
( 8 !I ''} fJc -n ~~. ~---) '~~ ottd ~ C2-~ ----------e--- . 
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Q. About how frequently? 
A. Some times two or three times a wekk. Some 
page 16 ~ times a couple of weeks would pass. He would al-
ways have something to say, especially about taxes. 
Q. Will you please tell the jury how you decided to form the 
Merchants Supply Co.? 
A. One evening I was talking to him and thold him I had 
decided it was about time to go back into business and in 
order to do so I would have to do is in a corporate way. Told 
him what I thought about it and he stated he would be glad 
to subscribe. Would be glad to see me make good. I asked 
him what he would subscribe and he said $10,000. He sayd, 
"If you need more money to get it going all right, I will back 
you. n That was the early part of 1919. I found I could get 
this property near the railroad and decided to go ahead with 
it. I further discussed the subcription with him and he said, 
''You do not want to make a mistake and go into business with 
too little money. You should not start under $20,000." I 
told him I would like to, but would not like to be bound that 
way. I could gradually increase the capital as I saw fit .. He 
says, "You put me down for $2,500.00 and then I will see you 
about the balance." I said, ''I cannot put you down. I might 
put you down for $25,000." I said, "I want your subscription 
I 
to help me in getting other subscriptions.'' He said, _"..::;.;A;:;o;;l;:;...l--+t..,_L. 
right. I will write you." That was about ~iay 1st. ~lay 2nd 
he wrote me that le~ 
Letter of May 2nd from Jno. E. Hughes to Julian W. Fret-
well, offered and filed as Exhibit Fretwell No. 1. 
Q. Is that signed by Mr; Hughes~ 
A. Yes. 
Q. He told you to put him down for $2,500? 
A. Yes. 
Q. You told him you wanted his subscription to 
page 17 ~ help get others and he said he would write yon 
~~il~ - ~ 
A. And thatis-w1mt he wrote. 
Q. Was there any sort of agreement with Mr. Hughes after-
wards with reference to his having to sign some paper 1 
A. None whatever. That was all that was necessary in an)' 
business transaction. 
Q. After you received that Jetter what did you then do? 
A. I acted on it in good faith, organized the company and 
met every condition stated therein. ~ 
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Q. He said you were to get $17,000 subscribed and paid in 
in cash? 
A. I did. 
Q. Paid in in cash~ 
A. In cash. I got between $30,000 and $40,000. 
Q. Did you organize the corporation under the laws of Vir 
ginia~ 
A. I did. 
Q. Did you put in $1,000 yourself~ 
A. Yes. 
Q. What business man did you get associated with you 1 
A. That was one part of his letter that was somewhat vague 
and I called his attention to it. I told him he might object to 
the man I got. He said any good man would do. I said, ''How 
about Mr. J. R. HillT" He said Mr. Hill would be all right. 
He would suit him if he suited me and I got Mr. Hill and since 
that time Mr. Hill has put in about· $4,000. 
Q. At the time you agreed to get him did he put in $1,000 f 
A. He did. 
Q. You discussed Hill with Mr. Hughes before you arranged 
with Mr. HilU 
A. I did. 
Q. And Mr. Hughes approved him 1 
page 18 r A. He did. 
Q. Is he associated with you now? 
A. Yes. 
Q. Has he been with you since you organized the company~ 
A. Yes. 
Q. What do you call the Company 1 
A. Merchants Supply Co., Inc. We decided on that name. 
Q. Did you discuss it with Mr. Hughes 1 
A. I do not remember. I mentioned it to him. 
Q. What business did you go into when you organized~ 
A. The business I was understood to go into, the only busi-
ness I had had any experience with, wholesale grocery. 
Q. During the time you were getting up your other sub4 
scriptions and organizing the company, did you request lVIr. 
Hughes to be president of the company~ 
A. About the time the organization was completed, it would 
not require him to do anything much, I suggested that he act 
as president. He wrote me he could not consider it as he was 
too busy. I think you have his letter there. 
Q. See if this letter is the one in which he says he cannot act 
as president~ 
Letter filed as Exhibit 2, Fretwell. 
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Q. After eomplying with all of these requirements did you 
report this subscription to your corporation? 
A. I did. I turned in all of the subscriptions. 
Q. Were these regularly reported? 
A. Regularly reported and stock issued on all. 
Q. Who was made president 1 
A. Julian C. Jordan. 
Q. Is this the stock that was issued to Mr. 
page 19 ~ Hughes, attached to the original notice signed by 
you as secretary and treasurer and ,Julian Jor 
dan, president~ 
A. That is it. 
Q. What is the date of the stock? 
A. lOth of September, 1919. 
Q. How many shares of stock are there~ 
A. 25. 
Q. In the name of J no·. E. Hughes 7 
A. Jno. E. Hughes. 
Q. What did you do with the stock? 
A. I made a draft for it and left it at the bank for collec-
tion. I knew his subscription was based on personal grounds 
and I did not particularly need the money. Mr. Hughes' health 
broke down and in that condition I did not enforce it. 
Q. Did you from time to time write about it and were you 
advised that Mr. Hughes' health was not in such condition to 
give it attention 1 
A. I did. 
Q. See if thise I now offer you is one of the letters ? 
A. He also wrote me about having to neglect his own busi.-
ness on account of his health. 
Q. Is this one of the letters written you? 
A. Yes. 
Letter filed as Exhibit Fretwell No. 3. 
Q. Did you ever receive any notice of any sort from Mr. 
Hughes that he would not comply with his contract to take 
the stock~ . 
A. Never did. 
Q. Did he ever refuse to take it 1 
A. Never. His health shortly after that broke do en and on 
personal grounds I did not urge the matter. . 
· Q. To whom does the certificates of stock belong 
page 20 ~ tot 
A. Merchants Supply Co. 
Q. Not to an individual 1 
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A. No individual had anything to do with it. 
Q. If the money were received where would it go~ 
A. The First National Bank to be deposited to the credit 
of the Merchants Supply Co. 
Q. What is your connection with the Merchants Supply Co.~ 
A. Secretary and Treasurer. 
Q. Who is president? 
A. Dr. Burnell P. Jones. 
Q. Mr. Jordan was formerly? 
A. He is a director now. On account of his connection with 
Liggett-Myers Tob. Co. and the Commercial Bank making 
him its president about two months ago he resigned. 
• Q. Where is your place of business now' 
A. Lower Craghead St. 
Q. Is this statement of your business at the close of busi-
ness June 30, 19201 
A. Yes. 
Statement filed as Exhibit Fretwell No.4. ..,.. 
CROSS EXAMINATION. 
By Mr. Julian Meade: 
Q. What is the amount of capital stock now actually out-
standing in your company ? 
A. $39,000. 
Q. How much of that do you own 1 
A. $12,600. 
Q. Will you tell the jury how you paid for your stock? 
A. In organizing the company it is set out that 
page 21 ~ I got one-third interest for value received, ap-
proved by the State Corporation Commission and 
by our Board of Directors. Since that time it has paid 15% 
and $1,000.00 I paid for. 
Q. You got one-third on the organization of the company1 
A. Yes. 
Q. How much was that' 
A. $10,000. 
Q. You paid in $1,000 in cash f 
A. Yes. 
Q. Did you give a check for that? 
A. No, I gave .check for $700 and borrowed the other. 
Q. How did you pay it into the company' 
A. Paid it instalments., 
Q. Did you give a note for $1,000? 
A. Yes. 
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Q. Was it discounted? 
A. No, I did not give a note for $1,000, I gave a note f'or 
$300 and discounted that with $1,000 worth of stock attached 
to it. 
Q. \Vhat I want to know is how· much of this $1,000 did 
you pay in cash into the treasury of the corporation and in 
what shape¥ 
A. $700 in cash and $300 balance I gave collateral note for 
and attached stock to it, took it up at the First National Bank 
and paid it. 
Q. When you paid that note in the bank was it discounted 1 
A. Yes. 
Q: Where did the proceeds go ? 
A. In the Merchants Supply Co. 
Q. How did you say that $700 was paid? 
A. In cash. 
Q. You did not give check for it? 
page 22 ~ A. No. The records all show that. 
Q. Did you pay it in money or did you just give 
credit? 
A. I gave the value of practically $10,000. 
Q. This $750 was actually in cash? 
A. About $700 in money-$685 or $725 it may have been. 
Q. That has all been paid at this time, however. 
Q. This $10,000 in stock that you got what did you give the 
company for that? 
A. I gave lgases, options on other property we have since 
gotten. -~mu1iis for making ciders an~.- y_in_~gars · and I 
agreed to manage the business for $125.00 a month until it 
got on a paying basis. 
Q. Why did you agree to serve the company at $125.00 a 
month? 
A. I thought it a very low price to organize the company 
and wanted to help it get on a paying basis. 
Q. This $10,000 worth of stock you got is for ~rganizing the 
company, for certain leases and for serving the cohlpa·ny- at 
the low rate of $125.00a month and what else? 
A. Options on other property and this manufacturing busi-
ness I had. It would have cost considerable if we had had to 
get the formulas. 
Fretwell's testimony as to his interest is objected to as im-
material and improper. 
I would like to state that what he has questioned me about 
has to be approved by the State Corporation Commission and 
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it was. If it had not been considered all right it would not 
have been accepted by the Directors of the comp3;ny or the 
State Corporation Commission. 
Q. Did not some of your directors oppose it very seriously 
and did you not fall out about it? 
A. No, I did not fall out about it. There is not a one with 
the company except what did agree to it. 
page 23 r Q. On the subscription list of all of these sub-
scribers was all of this incorporated in the con-
tract of subscription f 
A. See if I have it down. A man who did not want to buy 
stock need not buy it. 
Q. You did not have that on Mr. Hughes' subscription? 
A. No, he did not require it. He did not go into it to make 
money but to help me to get up the business. · 
Q. He thought you ought to have $10,000? 
A. That is why he said later that all he would do then was 
to subscribe $2,500. He never repudiated his $10,000 agree-
"nlent. That is what this letter refers to. It meant he knew 
something else had to be done later, but the $2,500 he would 
do then. 
Q. Of that $39,000 that $10,000 was paid in as you say, 
that leaves $29,000. Was all of that $29,000 paid in actual 
crtsh? 
A. All paid in in acutal case in a way satisfactory to 1ne. I 
j,ust as soon have notes as cash. They have all been paid. 
Q. Did anybody else take stock in anything else except 
oash? 
A. Only one man. I bought a truck from Newman Tur-
ner and gave him $1,000 worth of stock. All the others paid 
in cash. 
Q. You have on this statement here actual stock actually 
paid in prior to June 30, 1920, $19,500? 
A. That is right. This is 1922. 
Q. Did this $19,500 embrace this $10,000 issued to you f 
A. No, it did not embrace it at all. None of that issue in it. 
Q. How much of this $19,500 that was actually paid in be-
longed to you? . 
A. $1,000. 
Q. Only $1,000? 
A. Only $1,000 in that $19,500. 
Q. If you got this $10,000 for organizing the 
page 24 r company and the company was thoroughly organ-
ized in 1919 why did you not have on this statement 
this $10,000 you held June 30, 1920? 
A. Because the statement only carried debit or credit and 
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I did not get $10,000 for organizing the company. I got $10,-
000 for a duly approved valuation. · 
Q. Did you not certify this value to the State Corporation 
Commission? · 
A. I did. They have a copy of our subscription list. 
Q. This $10,000 was included in the stock that was put done 
on your report to the State Corporation Commission when 
you reported your issue of stock~ 
A. Yes. It was down there. 
Q. You owned it at that time? 
A. I owned it at that time. 
Q. Why have you not got it on this statement. This was 
made to your bank? 
A. The bank knows all about my affairs. 
Q. Why did you not put it down 1 
A. I had not figured it. It would just change the figures 
$10,000 on each place. 
Q. You would have more stock and be a bigger liability~ 
A. Not at all. 
Q. You say you received a stock dividend. How much? 
A. I have forgotten. I think $11,000. I received 15%, 15% 
or 20%. 15%. I recommended 20% but we charged off 
5% on fixtures and 20% on the building. The building stands 
$7,000 with the lease. I think it would bring $20,000 with thQ 
lease. 
Q. You have got 15% of $11,000 stock dividend~ 
A. Yes, I got 15% of my holdings the same as the others. 
Q. That is $1,650? 
A. Yes. 
page 25 ~ Q. Then you own $12,650 of stock? 
A. Just about. 
Q. When did you declare that stock dividend? 
Foregoing question objected to by counsel for plaintiff. 
Objection overruled. 
Witness did not answer. 
Q. When you were paid this $1,650 stock dividend were the 
others paid too~ 
A. Absolutely. 
Q. Was any sent to Mr. Hughes 1 
A. He had not paid in any money. Nobody was paid a divi~ 
dend unless they had invested moneY: in the busines_s. 
Q. Did you send Mr. Hughes a nohce of the meehng? 
A. He was not a stockholder of record. 
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Q. You have not sent him notice of any meetings at all? 
A. Not except original organization of the company. 
Q. You have not sent him an notice of meeting§_~ 
A. None at a . e was no a s oc o der of. record. 
9 Q. YoUlia:vegoton th1s sfalemeiif-capitaT-stock paid in 
Q p~-;une20~ 1920, $19,5QO? .. -
1 Q. You have got here as resources amounts receivable from 
/ stockholders $114.09, who were they~ 
f A. They were some of them that gave us notes in settlement 
jof stock. 
· f Q. \Vhy did you not put Mr. Hughes down 1 
/ A. Because these people had made some form of settlement 
· and Mr. Hughes had made no form of settlement. 
Q. A subscription to capital stock is a liability~ 
A. It is, but does not participate until you get the money. 
Q. Is it not a resource' 
A. Yes, when you get the money. 
page 26 r Q. Why did you not put in on the list' 
A. I have another list and it is included. You 
could not figure in there as resources to be. It was not a re-
source at that time. 
~Qll kne-'v that Mr. Hughes was here in Danville off and 
on the greater part of the time between the time he signed 
this writing here, why_did you not collect the suhscriptiop 1 
A. I knew he was here. I knew his condition and I knew 
at tbat time we did not need the money. I knew he had sub-
scribed on personal grounds. I knew he was perfectly good 
for his contract and I did not feel disposed, under the cir-
cumstances. to push a man for money I did not need. 
Q. You did not ask him for it, did you~ · · 
A. The only request I made was to attach the stock to a 
draft and put in the First National Bank and notify him. 
Q. That was declined' 
A. Not to my knowledge. The Bank told me Mr. Hughes 
condition and for me to take it and see about it. I have ad-
dressed several letters to Mr. Powell in connection with it. 
I saw you about it and his contention was that acting as com-
mittee he did not feel disposed to settle this matter without 
the sanction of the court. 
Q. We told you you would have to make it at court? 
A. I do not think you ever stated that. 
Q. 11r. Powell told you he would not pay it' 
A. He never said that. Nlr. Powell1 told me he would see 
ou and you said you would see Mr. Powell. 
Q. Did you see the letter I wrote him about it1 
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A. No. He did not show m.e the letter about it. If Mr. 
Hughes's health had been so he could have looked after his 
affairs he would have attended to it. Mr. J as. P. Pritchett 
told me himself he was confident he would have 
page 27 ~ done it. 
Q. Did you pass a resolution in a meeting of 
·your Board of Directors directing you to bring suit on this 
particular matter1 
A. Here is a copy of the minutes of the meeting. 
Q. Why did Mr. Hughes in his letter fix $17,5000 as the 
amount to be paid in? 
A. Because he did not want me to start under $20,000 and 
he did not want his $2,500 to go in unless that amount was 
raised as he thought any less would be too little. 
Q. So that the minimum amount of the capital stock agreed 
on at that time was $20,000' 
A. No, that was only a verbal agreement with Mr. Hughes. 
Q. What is the minimum amount in your charter 1 
A. I think it is not less than $15,000 or more than $100,000. 
· Q. When you showed that stock to Mr. Hughes on Sept. 
10, 1919, how much stock had you subscribed 1 
A. I cannot answer that. The records will show. 
Q. You have to answer that because if you do not nothing 
can be done about this matter' 
A. I had more than is required by Mr. Hughes's agreement. 
Q. I ask you to produce the records and show. I do not 
want a certified record, I want the record itself. 
A. I certified that record. 
Q. I ask you are you willing to hring your books here and 
show how mueh you had issued on that day? 
A. Yes. I will be glad to do so. It is down at the office. 
Q. You will have it here directly after dinner' 
A. Yes. 
Q. On the lOth of September, 1919, when that stock was is-
sued can you say how much stoek was actually subscribed for 
at that time, bona fide issue on subscription? 
page 28 ~ A. I cannot. 
Q. You will show that after dinner 1 
A. Yes. I think that is a staten1ent of it there. \Ve had 
actually paid in $19,000 Feb. 14, including the subscription of 
$10,000. 
Q. I will wait until you can get your books. They will show 
accurate-the date on which the stock was issued. · 
A. Absolutely. This is a letter of ~ency ~att?n, Cashier 
of The First National Bank. If there IS no obJection I would 
like for it to go into the record. 
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Q. Is Mr. H. R. Fitzgerald a stockholder? 
A. No, he said notify him as soon as Mr. Hughes's sub-
scription was paid and charge this up to his account. 
Q. When did he subscribe? 
A. When Mr. Hughes did. 
Q. Has he paid? 
A. We have made no demand on him. 
Q. How much did he subscribe for? 
A. 10 shares. 
Q. $1,000? 
A. Yes .. 
Q. Is Fred Kennedy a subscriber 7 
A. Yes. 
Q. He wasY 
A. Yes. 
Q. How much did he subscribe? 
A. $5,000. 
Q. Did he take it and pay for it? 
A. No. 
Q. He is included in the list as a subscriber? 
A. He was at that time. That is a copy of my 
page 29 ~ records. Conditions were such that I saw fit to re-. 
lease him. I have not bothered him. I did not care 
to collect it. 
Q. Mr. R. W. Jones, Agt. of Southern Railway, did he pa~~ 
for his? 
A. No, I have not forced Mr. Jones to pay for his. 
Q. He is put down as one of the subscribers 1 I 
A. He is. I 
Q. When did he subscribe 1 ~ 
A. At the time I was organizing the company in 1919. 
Mr. Jones's subscription was based on the anticipated sale 
of some property in Lynchburg. Afterwards his wife would 
not hear to it and I did not urge him to take it. 
Q. Did you release him f 
A. I have not actually done it by writing or word of mouth. 
Q. As a matter of fact you have released him? 
A. I do not think so. 
Q. W. C. Fretwell, who is W. C. Fretwell 1 
A. That is Willie, my brother. 




Q. Hugh Williams, has he paid T 
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A. He has paid for half in full. I have not said anything 
to him about the other five shares. 
Q. On this list you have here you have not got these down as 
owing but were they not? 
A. That list says actually paid in cash. That is addressed 
to the Bank and shows the stock paid in cash. 
Q. The dividends are coming to you on $11,000? 
A. That is very true, but that is a statement to 
page 30 ~ the bank for cash as paid. 
Q. Does the bank know you owe that? 
A. I reckon they do. They did not care whether I did or 
not. None of their affair. 
Q. Do you reckon Mr. Hughes would have confirmed his 
subscription if he had known you were going to do that~ 
A. I reckon so. You do not suppose I am going to organ-
ize a business like that for nothing. 
By Judge Withers: 
Q. Did Mr. Hughes ever see the conditions of your. sub-
scription list? · 
A. I do not recall whether he saw it or not. I have showed 
it about the hotel. 
Q. Did he ever see the conditions on which the company 
was afterwards formed giving you one-third of the stock in 
the company for your services? 
A. I cannot say exactly. I have given him the subscription 
list. He did not care anything about that. His idea was to aid 
me in getting back into business. 
By Mr. Meade: 
Q. I ask you ·did you ever send Mr. Hughes a written form 
of subscription which you asked him to sign? 
A. Not that I recall. 
Q. Did you not send him a blank form of subscription and 
try to get him to sign it~ 
A. If I do I do not recall it and if I did it was just in order 
to follow out the regulan form. I have stated I did not recall 
having done any such thing. We have handled bigger trans-
actions than this. 
Q. Have you got a copy of the subscription list and thosE 
who signed it V 
A. I have. 
page 31 ~ Q. Can you let me see it now? 
A. No. 
Q. You asked Mr. Hughes to sign itt 
A. At the time we were organizing, yes. He has had the 
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list. He did not want to put down what I wanted him to put 
down so he decided to write me, telling me he would take $2,-
500 as stated but not $10,000 as promised. He said that was 
all he would do at that time. The letter was turned over to 
the corporation as part of the records. 
Q. After you got Mr. Hill and got the $1,000 of stock sub-
scribed to by him and also by yourself, did you go to Mr. 
Hughes after that and ask him to do anything further~ 
A. No, 1fr. Hughes was not well and out of town all the 
time and most of my connection with him with regard to the 
stock was to make it out and leave it at The First National 
Bank for collection. 
Q. Did you not write him any personal letters asking him to 
do certain things f 
A. Several times and he has written me several. Restated 
that on account of the condition of health he wanted me io be 
easy. 
Q. Will you introduce the letter? 
A. I have not not it here. I wrote .Mr. Powell, too. 11r. 
Hughes meant to take the stock and I have acted in good faith 
about it. 
Q. Mr. H. R. Fitzgerald meant to take his, too 1 
A. He will. 
Q. That is if the court makes Mr. Hughes pay, he will take. 
his' 
A. That was because Mr. Hughes made conditions in his 
subscription. 
Q. Why did you not sue Mr. Fitzgerald f 
A. I do not want to sue Mr. Fitzgerald. Mr. Fitzgerald's 
subscription is automatically settled when this is paid. 
Q. If Mr. Hughes had lived you would have sued 
page 32 ~ him ~ 
A. It would not have been necessary, if he had 
gotten so he could attend to his business. 
RE-DIRECT. 
By Mr. Harris : 
Q. What I want to ask •you is simply this: Mr. Meade con-
fused the matter in my mind with reference to your paying 
in $1,000 in cash. As I understand it you put in the money 
you had up to $700.00. You then took your note to The First 
National Bank and borrowed the balance and paid that in to 
the treasury of the corporation too, so that for your $1,000 
worth of stock the company actually received $1,000.00 in cash . 
. A. It- certainly did. 
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Q. You simply borrowed what was necessary from the 
bank1 
A. Yes. 
Q. You did not borrow it from the company~ 
A. No. I paid exactly as I allowed others to pay. Part in 
cash and part by note. All of them, however, have been paid. 
Q. Before you could issue any stock in your company it was 
necessary for you to present your financial plan to your 
Board of Directors and have it approved by them and have 
them make oath to the value of the notes received 1 
A. Certainly. 
Q. That was submitted to them 1 
A. It was. 
Q. Stock issued in accordance with the laws of Virginia 1 
A. It was. 
Q. When was the $10,000 of stock issued to you in exchange 
for the options, etc.~ 
A. As soon as we got through collecting. Shortly after 
statement was made. Figured up what stock was due me. 
Q. If Mr. Hughes had paid for his stock and 
page 33 ~ acted as a stockholder in the matter he would have 
had as much say about it as all the other stock-
holders? 
A. Certainly would. But his had not been paid for that 
and for that reason it did not participate. 
RE-CROSS. 
By Mr. Meade : 
Q. You told Mr. Harris just now that this $10,000 of stock 
was not issued except from time to time, what did you mean~ 
A. I did not state that. I stated that in issuing stock 
from time to time there was no use for me to issue me one 
each time according to contract so I just waited until it was 
all in and then issued myself my proportion. 
Q. When you had that stock issued to you was it not ob-
jected to by the others 1 
A. One or two objected to: it due to the fact that their mem-
ory needed refreshing. When they saw the subscribtion list 
all agreed. There has been no change made in anything. I 
come to you and say this is the proposition. I will sell you so 
much stock. Here is the basis. You read it. If you object you 
reject it. If you agree we accept it. 
Q. Do you not know that Mr. Frank Travis said he never 
heard of that stock being issued to you and objected to its be-
ing issued to you 1 
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A. That is very true. But you cannot change a corporation 
for one rnan. 
Q. You could use that same $10,000 of stock to vote against 
him? 
A. I got that stock as clean and open as you ever got a fee. 
RE-RE-DIRECT. 
By Mr. Harris: 
Q. You took the subscription agreement and explained the 
basis of it to those you wanted to subscribe~ 
page 34 ~ A. Yes. 
Q. You took it Mr. Hughes 1 
A. Yes. 
Q. After seeing that ~Ir. Hughes wrote you that letter~ 
A. I had the subscription list and he was cognizant of the 
amount I expected him to subscribe for and he went back to 
his office and wrote me that letter and I acted on that letter 
in good Jaith. 
RE-RE-CROSS. 
By ~Ir. Meade: 
Q. When Mr. Hughes signed that letter did he know he 
was agreeing to your issuing to yourself $10,000 of capital 
stock? 
A. He could not have known it. He did not know the cor-
poration would ever be formed. There was no information be 
could get of that kind. I told Mr. Hughes I expected to get 
an interest in it. 
By a Juror: 
Q. Did 11r. Hughes know of it since 7 
A. I think he has had copies of all the records. 
By Mr. Meade: 
Q. Has he ever had a copy of any record that would show 
him you had $10,000 of stock issued to you 1 
A. No, not that I know of. I would send him the records 
.and statements when we got them out. That $10,000 you try 
to make it appear was not for value received. We had some 
of the best men in Danville on the Board of Directors and 
they approved it. 
Q. On the statement you sent Mr. Hughes, did you not have 
on that statement that you had $1,000 in stock, paid for in 
cash~ 
A. $1,000 paid for. 
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Q. Did you have any other kind of stock on there f 
A. I do not remember. 
page 35 ~ By Judge Withers : 
Q. As I understand it at that time you had the 
subscription list signed by other prospective stockholders in 
that company and Mr. Hughes refused to s~ing that subscrip-
tion list and wrote you the letter in evidence as Exhibit 1 ~ 
A. On this subscription list Mr. Hughes was my first sub-
scriber. He looked over it and he said he would not sign then. 
I said, ''I want your name on here.'' He said, ''I will let you 
have it in the morning." "I will write you in the morning 
what I will do." Then he wrote me this letter stating he 
would not take but $2,500 and that was based on the condition 
that I would get some other men that he approved of and I 
got $17,500 in addition to his subscription. So as to not have 
less than $20,000. 
By Mr. Meade: 
Q. You say you had him on the list? 
A. In my own hand writing. 
Q. Who else was on the list? Have. you got the list? . 
A. Possibly it is in The First National Bank in the vault. 
Q. What was on the list you showed him? Can you recall 
the wording of it f 
A. I cannot recall the exact wording of it. I think I have 
a copy. 
Q. Do you not know that on that list there was no provision 
that you would receive $10,000 ~ 
A. On the contrary, on the list I showed him there was a 
provision, it did not say $10,000 or $15,000, that when the com· 
pany was organized I was to get that proportion for my in-
terest because all of them agreed to it. 
Q. And :)M"r. Hughes would not sign that paper? 
A. It was a casual affair of our meeting there. If I had in-
sisted I expect he would have done it. You do not think Mr . 
. Hughes would have objected, when he was the 
page 36 ~ main man trying to help me get in business, that he 
would have objected to what every other man in· 
terested agreed 1 
ARTHUR COUNCIL. 
EXAMINATION IN CHIEF. 
By Mr. Harris: 
Q. What is your business? 
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A. Grocery. 
Q. Were you formerly connected with Mr. J. R. Hill in bus-
iness? 
A. Yes. 
Q. How long have you known Mr. Hill~ 
A. 8 or 10 years. 
Q. How long were you in business with him? 
A. Two years. 
Q. Please tell the jury what business he is in now Y 
A. He is with the Merchants Supply Co. at this time. 
Q. When he left you did he go with them~ 
A. Yes. 
Q. Will you tell the jury if Mr. Hill is a good business man 1 
The foreg-oing question objected to by Mr. Nieade. 
Judge Withers says it is not material. 
A. I would say so. 
By Judge Withers: 
Q. When did you and Mr. Hill dissolve partnership? 
A. I think it was possibly October or November, 1919. 
Q. At that time did he leave your place and go to the 1fer-
chants Supply Co.! 
A. I do not know that he went immediately but shortly after 
that. 
Q. Were you all in business in September, 1919? 
A. Yes, we were in business together in Sept., 1919. 
page 37 ~ J. R. HILL. 
EXAMINATION IN CHIEF. 
Bv Mr. Harris : 
"Q. Your name is J. R. Hill 1 
A. Yes. 
Q. You are associated with the Merchants Supply Co. 1 
A. Yes. 
Q. You were formerly with Council & Hill? 
A. Yes. 
Q. Did you subscribe and pay for in the summer of 1919 $1,~ 
000 worth of stock in this company? (:Mermants Supply Co.) 
A. Yes. 
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Q. Had you di~cussed with 1Ir. Fretwell at that time the 
question of being associated with him in the business? 
A. Yes. At that time I was connected with Council & Hill 
and told him I would try to arrange to get down there by the 
time he opened up for business. 
Q. You bought the stock and were going down there to get 
to work with him? 
A. Yes. 
Q. Did you subsequently sell out your business and go down 
there¥ · 
A. Yes. I sold out to Mr. Council in November or Decem-
ber. Anyway I got away from Council & Hill about the first 
of December. I think it was the 31st of Dec. I taken out $1,-
500 worth more stock. 
Q. Did you pay cash for that¥ 
A. Yes. 
Q. But you had previously taken out $1,000 and made and 
agreement with Mr. Fretwell to be associated with' him in buE;d-
ness? 
A. Yes. 
Q. WhBn was that 1 
page 38 r A. I cannot rec~ll the day. It was some time in 
June or July. The papers may show but I cannot 
say exactly. In the middle of the summer. 
Q. Was there any discussion between you and Mr. Fretwell 
as to whether Mr. Fretwell would discuss with Mr. Hughes 
whether you would be a person that Mr. Hughes would ap~ 
prove of? 
A. Yes. We talked that over on two or three different occa-
sions. 
Q. Did he ever show. you Mr. Hughes's subscription to the 
stock¥ 
A. Yes. He said he wanted me down there with him and 
Mr. Hughes was not only going to take out that amount of 
stock but talked like he would take out $5,000 more and he felt 
sure he would. 
Q. When you subscribed to the stock were there any ar-
rangements by which Mr. Fretwell was to receive certain stock 
for organizing the company and his services 1 
A. Yes. 
Q. What was the arrangement¥ 
A. For every two shares that he sold the company was 
to give him one. 
Q. You subscribed to the stock with that understanding? 
A. Yes. · 
Q. Did the otl).er stockholders know of that understanding1 
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A. He had a list of the others on the same sheet. 
Q. There was no objection on your part, 'was there? 
A. No. 
Q. What I want to get at is this: Was there any sort of con-
cealment by Mr. Fretwell that he was to get stock or was that 
plainly in the agreement 1 
A. That was plainly in the agreement. 
Q. Everybody understood that 1 
A. Yes. I think he has the list now. 
page 39 ~ CROSS EXAMINATION. 
By Mr. Meade: 
Q. You s·ay he showed you a list of the subscrib-. rs at the 
time you subscribed 1 
A. Yes. 
Q. Who had signed it? 
A. I do not recall. 
Q. Did he have Mr. Hughes's name on itT 1· 
A. He had his name on the list that he was going to take . . 
stock. ·· 
Q. Do you know how many were on th9 list ? 
A. I cannot recall. 
Q. More than one 1 
A. Yes. 
Q. He showed you a list of the subscribers and showed you 
who they were and how much stock they were going to take r I 
A. Yes. 
Q. Mr. Hughes was one of them 1 
A. Yes. I 
Q. That is what you meant by saying he showed you the 
subscription list? 
A::·lre had ·a list of everbody's name that had subscribed. 
Q. Mr. Hughes was. on that list' 
A. I could not b~ositive about that but he told mt_~r. 
Hughes was going to take the stock. Q. Did he have anything signed by Mr. Hughes to show you 
he was going to take stock? · 
A. I dQ...notJmo_w that he did at the beginning but later on 
he had a letter from 11r. Hughes. 
Q. How much later on was it that he showed you that let· 
ter' 
A. I did not pay any attention to that part of it. · 
Q. That was after you got in business with him? 
page 40 ~ A. I do not recall whether it was before I went 
down there or afterwards but it was understood 
that he was going to take. the stock. 
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Q. When you signed up for $1,000 you were solicited by Mr. 
Fretwell to subscribe 1 
A. Yes. 
Q. He showed you a list of subscribers and told you how 
much they had subscribed and that ~fr. Hughes had sub-
scribed $2,500 and was going to subscribe more~ 
A. I do not know that he did in the beginning. When he 
came in there and asked me to take the stock, I paid $1,000 and 
he ~arne back again. No, I did not pay him on that day. It 
was 30 or 60 days before I paid him. As soon as he got it 
up I saw a list of the names and also when I paid it, and them 
that paid and them that had not paid. 
Q. Did you sign the subscription list when you tookout the 
stock? 
A. I think I did. 
Q. Do you know what you signed~ 
A. No, I did not sign it then. I did not have the money 
convenient at that time and I signed it shortly afterwards. 
Q. What did you sign? 
A. I sign·ed up. I cannot recall whether a note and also an 
agreement at the same time. I am not sure about the note. 
Either the agreement or not, one or the other. 
Q. You say all the stockholders agreed to the same thing? 
A. I did not say that. I said the others agreed in regard to 
his taking one shre for every two he sold. 
Q. Was that in the paper you signed or did it come up later? 
A. It might have been agreed to on our first meeting. 
Q. Is that. when it first came up, at the stockholders meet-
ing? And did you not have a row about it~ 
page 41 ~ A. That was before we ever built the building. 
They all agreed to it. Ev~~_y __ one there. If they 
had not it would not have passed. · 
Q. Agreed to issue h1m sli1rres of stock t 
A. Yes. They had some little disagreement later on but all 
agreed to it at this first meeting. 
Q. Is that· the firsttime you had heard of itt 
A. No. We agreed to it at the meeting. 
Q. Is that the first time it had come upt 
.. A. I cannot recall about that. It seems to me that Mr. Fret-
well told me the State law allowed' him so much, even a little 
more than that, but that was all he was asking for. 
Q. As I understand you clearly, Mr. Fretwell told you in 
regard to his getting one share for every two issued, the State 
law allowed him that much or more but that was all he was 
going to ask for. Is that your understanding of it~ 
A. Yes. 
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Q. Did he tell you what that extra one share he was getting 
was for 7 What consideration he was giving for it 1 
A. Yes. For the experience he had had in the business in 
regard to the manufacturing department. 
Q. He was going to get an extra share for every two issued 
for his experience in the business? 
A. And not only that but for his knowledge in the manu-
facturing department. · 
Q. What was that he was manufacturing or had knowledge 
oft 
A. Cider and vinegar. 
Q. He got $10,000 for his knowledge of how to manufact-
ure cider and vinegar~ 
A. He would not have gotten that if he had not sold that 
much stock. 
page 42 ~ RE-DIRECT. 
By Mr. Harris: 
Q. I do not know whether you understood Mr. Meade or not. 
He asked you if, down in the meeting, was the first time the 
question of Mr. Fretwell's getting one share of stock for 
every two he sold had come up. When you subscribed to the 
stock di you or did you not know that Mr. Fretwell was to get 
this stock that he subsequently got~ 
A. I could not say for sure whether it was mentioned on thP-
first occasion or not but he did talk it over with me. I cannot 
recall whether he talked it over before the meeting but it was 
all agreed upon at the first meeting before the building was 
built. 
Q. Did you know about it before you went into that meet-
ing? 
A. Yes. 
Q. In the paper you signed or the note was that not stated 
in the paper you signed for the stock? 
A. Yes. I noticed it in there but did not notice it at the 
time I signed it. 
By Mr. Meade: 
Q. Noticed it afterwards T 
A. Yes. 
By Mr. Harris : 
Q. Was it hidden in there? 
A. No. Just like anybody else-did not go into all of the 
conditions. 
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Q. It was perfectly plain there for anybody to see? 
A. Yes. · · 
page 43 ~ JULIAN C. JORDAN. 
EXAMINATION IN CHIEF. 
By Mr. Harris : . 
Q. You have lived in Danville practically all your life~ 
A. Yes. 
Q. What is your business' 
A. Leaf tobacco business. 
Q. You are also now, I believe, President of the Commer-
cial Bank¥ 
A. Yes. 
Q. Were you at one time president of the Merchants Supply 
Co.T 
A. Yes. 
Q. Were you its first president 1 
A. Yes. 
Q. Will you please state what are the facts with reference 
to Mr. Fretwell receiving $10,000 of stock for his services in 
organizing the corporation with reference to whether or not 
that was in the original agreement of the stockholders? 
A. The subscription I made was based on the fact that he 
should receive a share for every two shares sold by him for 
cash or its equivalent. 
Q. Is this one of a number of similar subscriptions that had 
the names signed on it ? 
A. This is one. I do not know how many he had. This is 
certainly the one I signed. 
1fr. Harris states that he does not desire to file the above 
mentioned paper in the record for the reason that it is Mr. 
Fretwell's original record,· and asks :Mr. Jordan to read the 
material part into the record. 
page 44 ~ Q. Did you sign that, Mr. Jordan f 
A. Yes, my signature is here for five shares. 
Q. Is there any reference here to Mr. Hughes 1 
A. There is a subscription here, Jno. E. Hughes, 25 shares, 
see letter. 
Q. Was there subsequently any controversy among the 
stockholders with reference to giving Mr. Fretwell $10,000 of 
stock¥. 
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Q. Explain the situation. 
A. There was a question when the question was raised after 
the stock was subscribed for and a meeting was held. There 
was a question with reference as to how much stock Mr. Fret-
well should get gratis and the consensus of opinion among the 
stockholders was that he should get gratis $10,000. As soon 
as he sold $20,000 he should get gratis $10,000, but the gratis 
proposition did not apply beyond the $10,000 that was to go 
to him. 
Q. Did he ever get any more than that? 
Q. Not while I was president. I was president up to this 
year. 
Q. And t~e only question was not that he should not get 
that $10,000 but whether he should get an additional amount? 
A. It was discussed and the unanimous opinion of the 
stockholders was that he was entitled to $10,000 under their 
agreement but not entitled to any gratis stock other than the 
$10,000. Mr. Fretwell contended he was entitled to more if 
he sold more but none was ever issued to him. 
Q. Was 11:r. Hughes's subscription to this stock in this com-
pany treated by the company as a valid subscription in every 
way? 
A. I think so. 
_ The foregoing question and answer is objected to by counsel 
for defendant. Objection overruled. 
( Q. The organization meeting or your company, that is to 
say, the first meeting appears to have been, from 
page 45 ~ your original minutes, on the 5th day of Sept., 
1919, in the Chamber of Commerce Rooms. I hand 
you the original record and ask that you see if the record 
shows that :Mr. Hughes was notified of that meetingf 
Mr. Meade objects to the introduction of the record as proof 
that Mr. Hughes had notice of the meeting. Judge Withers 
says Mr. Jordan look at it and say of his own knowledge 
if he had such notice. 
A. The record shows that Mr. Hughes was notified of this 
meeting by letter of Sept. 13, 1919. 
By Judge Withers: 
Q. Whose handwriting is that in t 
; A. I would say Mr. Fretwell's. 
Letter is ~ffered in evidence a,~ Exhi~it :;a:z 
1 . 1 ,._ ..- 0 1r._:.~ ~ ~ ... f'" ~~~ j~:j) 
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By Mr. Harris: 
Q. I notice_, Mr. Jordan, that you read he was notified by 
letter Sept. 13th. You will see that that is an error. It was 
Sept. 3rd' 
· A. Yes, that is right. It is Sept. 3rd. 
CROSS EXAMINATION. 
By Mr. Meade: 
Q. You do not pretend to say that Mr. Jno. E. Hughes 
signed that letter with full knowledge and consent to the con-
tract of subscription signed by you, do you 1 
A. What letter, Mr. Meade? 
Q. You say you signed this subscription list along with 
other names and, of course, you knew what you were signing 
when you did sign it. You cannot say that Mr. Hughes was 
a party to this agreement, can you? 
A. No. I can say this only from. the information I got from 
Mr. Fretwell. 
Q. Do you know it of your own knowledge! 
A. At the time I signed this Mr. Fretwell had 
page 46 r Mr. Hughes's letter offering to subscribe to the 
stock. 
Q. And showed you this letter f 
A. Yes. 
Q. Do you know how much stock was actually subscribed 
for when this first meeting was held f 
A. No. It would be a matter of memory. 
JULIAN FRETWELL (Recalled). 
EXAMINATION IN CHIEF. 
By Mr. Harris: . 
Q. Here is one of the subscription lists talked about. The 
first thing I want to ask you is, Do the names on this list con-
stitute all of the subscribers to the stock that you had 1 
A. Not by any means. 
Q. I want you to state to the jury who put the namE; of Jno. 
E. Hughes down on there? 
A. I put it there. He told me to put it down before he 
wrote the letter but I would not do it. I wanted him to sub-
scribe for more. 
Q. State whether o! not Jno. E. Hughe.s .saw ~hat subscrip-
tion agreement read It over and was famihar with those con-
ditions before he wrqte the letter of May 2nd? 
44 Supreme Court of Appeals of Virginia. 
A. He saw it two or three times and read it. 
Q. Before he wrote you that letter f 
A. Yes . 
.Q. Mr. Meade asked you why you had put down Mr. Fitz-
gerald's subscription as .!]..Qt...n~d and why you had -~()J J?r.91;1ght 
suit against Mr·. Fitzgerald. You testified from memory as 
to Mr. Fitzgerald's subscription. Have you got his subscrip-
tion here~ · . 
A. Yes. 
page 47 r Q. I wish you would read his letter to the jury! 
Mr. Fitzgerald's letter is read to the jury. 
CROSS EXAMINATION. 
By Mr. Meade: 
Q. I..~et me see your stock book. I notice that a number of 
these stubs show that these certificates were re-issued, been 
transferred from one stockholder to another~ 
A. Yes. 
Q. Will you take this book and tell the jury how many 
shares of stock were actually subscribed for to be paid for in 
cash on Sept. 10, 1919? 
A. I cannot take this book and tell that. I can by my sub-
scriptions. The full amount and more was subscribed before 
we organized. 
Q. Tell the jury how much was subscribed on Sept. 10, 1919 ? 
A. I do not know how to get at that. We have paid in now 
$39,700, it is hard to get at the exact date. The stock was not 
all issued at once. 
Q. Cannot you tell the jury how much stock you ·had~ 
A. I can only go by these stubs. For instance, here is sub-
scribed in this bunch 151 shares. 
Q. You just take a pieee of paper and tell the jury how 
much stock you had in force, bona fide stock that belonged to 
people~ 
A. You mean subscriptions~ 
Q. Yes. 
A. On what date? 
Q. Sept. 10, 1919. 
Q. What beeame of that of Fred Kennedy? 
A. I did not collect that. I did not want it on the conditions 
on which it was to be taken. 
Q. You did not have that? 
page 48 r A. Yes, we did. 
Q. Never collected any money on it~ 
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A. There are several we did not collect anything on. Did 
not collect any on Mr. R. W. Jones's stock for reasons I 
thought sufficient to me. 
Q. What was thB condition on which Mr. Kennedy's stock 
~s~~ri~7 · 
A. The conditions were that he would sell his property 
and I would give him a position in the office as stated in hi~ 
subscription. I afterwards decided not to do so. 
Q. Who decided not to do it 7 
A. I with the others as manager of the business. 
Q. You counted it as one of the subscriptions at that time! 
A. Yes. 
Q. Mr. R. W. Jones got 15. Has he paid for.his? 
A. No. 
Q. He has :t:J.ever paid a cent and you are not going to ask 
him? 
A. I do not know. The contract is good for five years. 
Q. You reserved the right to collect it or not as you saw fit 7 
A. Yes. 
Q. Jno. E. Hughes, 25. This is the same 25 you are suing 
for! 
A. C. F. Tucker 10 shares. Has Tucker paid for his 7 
A. Yes, and bought more since. 
Q. R. J. Miller ten shares. Has he paid for his 7 
A. Yes·. 
Q. Mr. H. R. Fitzgerald got ten? 
A. He has not paid for his. 
Q. J. R. Hill ten shares. Has he paid for his? 
A. Yes. 
Q. Harris Clothing Co. 5. J. L. Jennings 10. Has he paid 
for it 7 
A. Yes. 
page 49 r Q. M. R. Watson ten. Is that paid for7 
A. Yes. 
Q. In cash7 
A. Cash or equivalent. . 
Q. What is the equivalent 7 
A. Half cash and half by note and he took up his note. 
Q. Fitzgerald, Kennedy, Jones and Hughes make 100 and 
the others 110. 
A. That is right. The others had not been put on this list. 
Q. Is this the same company, the same prospectus and same 
organization you had at t?e time Mr. Hughes wrote you that 
letter? 
A. Exactl~. Never had but one. 
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Q. In here you say the capital stock was not to be less 
than $5,000 or more than $75,000? 
A. We applied for a charter and got $100,000 charter. 
Q. Here is your charter (reads from charter book of the 
Clerk's office) Maximum 100,000, minimum $30,000. When 
you issued that stock and sent to to Mr. Hughes you lacked 
$9,000 of having enough stock to make the minimum amount~ 
A. You have not got the $10,000 coming to me. 
Q. You did not have that then~ 
A. They did not have these either. It was not issued. All 
I had to do was to issue it. Nothing to do but write it. 
Q. According to your statement you had 21,000 composed 
of 110 shares that we paid and 100 that were distributed and 
on which you say you will collect or not as you please and 
some of them you admit you are not going to collect~ 
A. I do not say that. I say that at the time you asked me 
to give you all of the bona fid-e subscriptions there were $21,-
500 subscribed. · 
Q. Counting Mr. Hughes and Mr. Fitzgerald and 
page 50 ~ Mr. Jones f 
A. Counting bona fide subscriptions of stock as 
shown at time and date you asked for. Since that time we 
have issued additional stock and now have paid in $39,700, 
$10,000 of which was issued in accordance with contract ap·· 
proved by the State Corporation Commission and re~ommend · 
ed by our Board of Directors. 
Q. You counted Mr. Fitzgerald, whose subscription de-
pended upon somebody else's stock. Mr. Hughes you counted 
that as a valid subscription 1 
A. Why certainly. 
Q. I would not count that as an asset? 
A. I do not count it as an asset but as a subscription. If I 
had gone to him and said, ''I have complied with everything, 
!1r. I-Iughes, and have got $17,500, got a good man you can 
approve of and am ready to proceed to do business, he would 
have taken $10,000. 
Q. When did you find out that Kennedy was not going to 
take his 1 
A. I did not find it out. We decided not to put him in. 
Q. You decided Mr. Jones was not going to take it~ 
• A. That is our private privilege. 
Q. Did Mr. Hughes know you were releasing all of these 
people~ . . . 
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Q. Did Mr. Hughes know you were going to get $10,000 of 
that stock 1 ' 
A. Mr. Hughes is a pretty good business man. He did not 
think I was going to do it for nothing. 
Q. Do you not know that he would not have signed that 
subscription or letter if he had known you were going to take 
one-third of that capital stock? 
A. I know he did sign the letter knowing I was going to 
take it. 
Q. He refused to sign the subscription list? 
A. He wrote me a letter agreeing to take $2,500 when he 
had said verbally he would take $10,000. 
Q. Did you ever ask Mr. Hughes to sign the 
page 51~ agreement 1Ir. Jordan signed1 
A. I did. 
Q. Did you not ·send him another with all that left off of it! 
A. Not that I know of. Whether I did or did not it is a 
matter of form. The letter itself is what we are relying on. 
I am relying on what he did do. We have got some of th 
best men in Danville on that list. Best business men. No 
body was forced to subscribe to any of it. 
Q. Did you not send that to Mr. Hughes 1 
A. I do not know whether I mailed that or not. He just 
wrote me a letter instead of signing that. 
Q. Do you not know that you never did ask Mr. Hughes to 
sign that very subscription list' 
A. I know I did ask him. 
Q. You said before dinner he did not sign it? . 
A. I told you Mr. Hughes had discussed this thing with me 
very frequentl.y and for a. month .. before I m_~d t···~···, · 
do it. He went~v~!:_.!!_l_e list t:wice. He gave it__l)..ack...tQ_I_!l:e :\-
and ~rote me .tliat . . . Tlie .ne~t day he wrot~-~ 
the ie er setting forth as he did, saying this IS to confir~. to. 
you, etc. - ·· ---
(Reads Mr. Hughes's letter.) 
By Judge Withers : 
Q. On Sept. lOth did you have $17,500 worth of stock sub- ·' 
scribed for and paid in~ i 
A. You cannot get at the time on the books. It was sub- \ 
scribed. 
Q. You tendered it on Sept. lOth and the letter says sub-
scribed and paid in. 
Mr. Harris: I do not desire to interrupt your Honor but l 
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understood from Mr. Fretwell that he sent it with draft at-
tached and I offered to introduce in the records letter show-
ing when draft was sent. 
page 52 ~ Judge Withers: 
Q. I am talking of this sale of stock. 
A. We could not issue the stock and collect for it in one day. 
By Mr. Meade: 
Q. What was the date on which you drew a draft on Mr. 
Hughes~ 
A. I do not recall unless it is set forth in that letter ot Mr. 
Patton. 
Mr. Meade objects to the introduction of the letter. 
The date of the letter is Feb. 14, 1920. 
Q. What I want to know is what date you filed Mr. Hughes's 
stock with draft for collection 1 
A. I would say within a day or a couple of days after the 
stock was signed. I cannot tell about that exactly. It might 
have been two or three days. 
Q. \Vhen did you deposit Mr. Hughes's draft and stock in 
the bank for collection t 
A. I am unable to say definitely when I did that. The bank' 
records will show if it is important. 
Q. I would like for you to tell the jury. Did you do it on 
the date of the letter or soon after you issued the stock? 
A. Apparently this stock had been there when I wrote this 
.letter. · 
· Judge Withers refuses to allow letter to be introduced in 
the record. 
Q. I want you to tell the jury when you deposited Mr. 
Hughes's stock with the draft for collection~ 
A. I am unable to say definitely. 
Q. Your case depends upon it. It seems to me you have got 
to get at it. 
Counsel for plaintiff objects to foregoing statement of Mr. 
Meade and the objection is sustained. 
A. I could not bring in the bank records. 
Q. Cannot you say how long after you issued the stock~ 
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A. I cannot say. I might have done it the same 
page 53 r day or next day or two or three months after-
wards. I do not know what it was done. I think ' 
shortly after the time the stock was issued. 
Q. How shortly after the time the stock was issued was it? 
A. I am not in a position to say. 
Q. Was it a week? 
A. That is a matter of record at The First National Bank. 
You can ascertain it from them. You can phone down there 
and find out. 
Q. Do you decline to say f 
A. I simply do not know. I would be guessing. It is a mat-
ter of record. If you get the records you can find out. 
Q. Was it about the first meeting? Your initial meeting 
looks like Sept. 5th at the Chamber of Commerce, is that where 
it was held~ 
A. Yes. 
Q. Did you organize at that meeting and adopt your by-
laws~ 
A. We appointed the committee to draw up the by-laws and 
afterwards adopted them. We could not do it all at that meet-
ing. 
Q. Was it between the date of that meeting and the next 
that you deposited Mr. Hughes's draft for collection~ 
A. I am unable to say. I will have to get the exact date from 
the bank. 
Q. When you issued this stock, Sept. 10, 1919, signed by 
you as Secretary and Treasurer and by J. C. Jordan as Presi-
dent and the seal of the company put on it, was that stock 
ready for delivery in accordance with Mr. Hughes's letter? 
A. We so considered it. We never considered that there 
was anything complicated about Mr. Hughes's subscription. 
· Q. You considered at that time that you had complied with 
all his provisions f 
A. Absolutely. 
Q. I ask you on that date, did you have .paid in on your 
subscriptions $17,500? 
page 54 r A. No. We had it subscribed subject to being 
paid in. 
Q. You say it was not paid in on that date~ 
A. It could not have been paid in. It was subscribed sub 
ject to being paid in. We have $39,000 now paid in. 
Q. You put the draft in with stock attached to it and tried 
to collect it before you had complied with the terms of this 
letter~ . 
A. We did not construe it that way. If Mr. Jordan had con-
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sidered that the terms had not been complied with he would 
not have signed that stock, nor would I. We did not get to 
doing business until1920. 
Q. Tell the court how much you had subscribed and began 
to transact business on the 5th day of September, 1919 ~ 
A. Did not have any issued. 
Q. How much subscribed ~ 
A. $21,500 I think. 
Q. Counting Mr. Hughes' 1 
A. Certainly. 
Q. That is not $30,000 ~ . 
A. No. But the contract with me would make $31,500. 
Q. You issued that stock and signed it as secretary on the 
lOth day of Sept. before you had any right to issue it at all? 
A. I do not think so. We got a charter and were authorized 
to proceed with these papers. 
RE-DIRECT. 
By Mr. Harris: 
Mr. Harris asks leave to amend notice of motion by substi-
tuting date shown in testimony. 
Mr. Meade objects to changing the notice to suit the testi-
mony. 
Judge \Vithers says it may be amended to read Sept. lOth or 
any reasonable time thereafter. 
Mr. Harris asks leave to change the date to th~.? 
page 55 r 5th day of March, 1920. 
Q. I want to ask you if this morning when Mr. Meade asked 
you if Mr. Hughes had e.ver seen the subscription list showing 
that you would get $10,000 you did not answer, ''He never 
did.'' 
A. He has seen the subscription list that showed I would 
get rny pro rata part. 
Q. I want to ask if you have got with you the original rec-
ords of the minutes of your Directors' meeting under date of 
Mar. 5, 1920, and if the paper I have in my hand is an exact 
copy thereof and if you have the original to compare it? 
Counsel for defendant objects to introduction of copy of 
minutes. 
A. I think I have. 
Q. Is this I have in my hand an exact copy of it f 
A. Yes. 
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Q. Were you the secretary and treasurer of the company at 
the time the meeting was held ~ 
A. Yes. 
Q. You have had the original record of the minutes of that 
meeting in your custody ever since? 
A. Yes. 
Q. Was that record made at the time and signed by Mr.· Jor-
dan as president or secretary~ 
A. Yes. Signed by Mr. , Acting Secretary. 
Q. Been in your custody ever sincef 
A. Yes. 
Judge Withers allows copy to be· filed in evidence. 
Q. In accordance with this record of Feb. 14, 1920, tell the 
jury how much stock was actually paid in at that date 1 
A. $19,000. 
page 56 r Q. In money? 
A. In money. 
Q. Is the list shown there? 
A. Yes, names and amounts. 
RE-CROSS. 
By Mr. Meade: 
Q. Did Mr. R. T. Cole pay his subscription t 
·A. Yes. 
Q. In cash~ 
A. In money or its equiYalent. I thihk Mr. Cole gave me a 
check for $500.00 and the next time he made a check for $200 
and sixty or 90 day note with stock attached. I considered it 
eash. : 
Q. J. W. Fretwell $1,000, Feb. 14, 1920, was that paid in 
cash? 
A. $700 in cash, $300 collateral note with stock attached. 
Q. Had that been done at this date 1 
A. The money was actually put there and the security at 
The First National Bank. 
Q. Was all of Ross Watson's paid f 
A. Yes. • 
Q. Who paid it? . 
A. He did himself. He owed the bank some money and was 
using the stock as collateral. The bank sold the stock. 
Q. On this date, Feb. 14, 1920, these two items represented 
all of your stock, did it not? 
• ... &... That represented all I had paid in. 
\ 
r) a1 ~~{. )' -:5 ..~- ._ ~,._ "' c- ·; ~. _ y .. i,/ u ~ &"" v , .....  - -
/j L"' .'d F.) I {t) t '(,_ ~ ?·~t /./' ~~"''ti:·-
.l 
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Q. And this was all that was paid in at that time? 
A. Yes. 
Q. Why did you not when you were making this represen-
tationg to the bank let them know that you were entitled to 
$10,000? 
page 57 ~ · A. The bank did know. Henry Patton knew all 
about it. I had no right to make the bank any rep-
resentation or misrepresentation. They were co-operating 
with us, and I did not hold back anything. We were under no 
obligation to put our bank account there.· 
Q. At this date had the stock been issued to you~ 
A. No, I do not think it had, but whether it had or not that 
is the list of subscribers paid and unpaid, involving actual 
money from the outside, giving names and amounts. 
Teste: This the 17th day of June, 1922. 
D.P. WITHERS, Judge. 
page 58~ ''EXHIBIT FRETWELL #1.'' 
I 
~r. Julian W. Fretwell, 
City. 
Danville, Virginia, U. S. A., 
May 2nd, 1919. 
Dear Sir: 
This is to confirm to you, that as soon as you get subscribed 
and paid in, $17,500.00 worth of stock you propose to issue to 
run your new business, and associate with you some good 
, business man, who will take not less than One Thousand dol-
\ lars worth of stock, and you, yourself take not less than one 
\ , thousand dollars worth, and the gentleman referred to, to be a 
1 _ \good business man and one that I can approve of, I will be V ...J... J glad to subscribe 2 500.00 worth of same, and pay ca~it, 
P OU Wl no 0 an . 1ng further in the matter until this is 
done..:_ --
- .. 
Yours very truly, 
JEH/GS .. 
JNO. E. HUGHEA. 
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''EXHIBIT FRETWELL #2.'' 
Danville, Virginia, U. S. A., 
· Aug. 18, 1919. 
Mr. J. W. Fretwell, 
· Danville, Virginia. 
·near Sir: 
Yours of the 16th in st. received, and replying will say I am 
sorry, but could not think of accepting the Presidency of your 
prbposed concern, neither am I in a position to do any more 
than I told you I would. 




JNO. E. HUGHES. 
"EXHIBIT FRETWELL #3." 
Danville, Virginia, U. S. A., 
September 30, 1919. 
Mr. J. W. Fretwell, 
City. 
Dear Sir: 
/ Yours of the 26th inst., addressed to Mr. Jno. E. Hughes, 
, / has been received. Mr. Hughes is at present out of the City on 
1
1 
\ his vacation, and we are not troubling him with any matters 




''EXHIBIT FRETWELL #4.'' 
Statement #No. 1. Close of Business June 30th, 1920. 
.) 
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A DETAILED STATEMENT OF THE AFFAIRS OF THE 
MERCHANTS SUPPLY CO., "INC.," FOR FIRST 
SIX MONTHS: OR TO JULY 1ST, 1920. 
RESOURCES: 
Merchandise, Stock on hand, per Inventory ........ $19,964.60 
lVIerchJandise, Stock in Transit '' '' Rec. Book pages 
124 to 133, inclusive,-i temized ................. $ 4, 721.20 
Accounts Receivable, per Ledger & Bal. Sheet...... 6,635.57 
Accounts Receivable; from Stockholders (see 
ledger) .................................... ·.$ 114.09 
Account Crates returned to Brewers, but included in 
liabilities as listed below ........................ $ 1,945.00 
Cash on Hand ................................. $ 2,612.11 
Cash in Bank, NET, over and above all checks ...... $ 2,081.42 
Furniture & Fixtures, listed at actual cost ........ $ 3,476.55 
Buildings. complete, listed at actual cost .......... $ 7,441.42 
(The buildings & fixtures as above, together with the 
additional land and leases we hold should be 
easily worth twice the listed costs.) 
Total ....................................... $47,005.06 
page 60 ~ LIABILITIES. 
Accounts Payable, Due, not due and in transit. ..... $14,448.84 
Due Brewers for all Crates to date (gross) ...... $ 4,077.00 
Capital Stock, actually paid in prior to June 30 .... $19,500.00 
Bills Payable, First Nat. Bank ................... $ 2,500.00 
Bills Payable, J. R. Hill ........................ $ 500.00 
Net Profits on Sales to July 1st, 1920 ............ $ 5,979.22 
$47,005.06 
Attached hereto are the following statements and reports: 
Trial Balance, as of June 30th, 1920. 
Detailed statement of all stock subscriptions, showing those 
paid and unpaid, & etc. 
Detailed and itemized list of all known liabilities June 30th, 
1920. 
For detailed list of items and costs as pertains to Furniture 
and Fixtures and buildings, see Ledger Accounts. 
Original Inventory in detail is listed on our Receiving Book; 
pages # 124 to 133, inclusive. 
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The above statement to the best of my knowledge and belief 
is absolutely true and correct. 
Signed, J. W. FRETWELL, 
V. Pres. & Gen. Mgr. 
Above statement submitted to and double checked by J. 
Frank Travis, as actice assiatant, and the correctness of same 
to the best of his knowledge and belief vouched for by the af.,. 
fixing of his signature. 
A general Statement by the management; regarding the 
past, present and future of the business will be submitted at 
this special meeting of the stockholders and directors. 
"EXHIBIT FRETWELL :ff5." 
MERCHANTS SUPPLY COMPANY, INC.'' 
Danville, Va., February 14th, 1920. 
Mr. H. C. Patton, Asst. Cashier, 
First National Bank, 
City. 
My Dear Sir: 
We thought possible you and your Institution, who have 
shown a co-operative spirit, might desire to know the progress 
of our collection of subscriptions, and accordingly we beg to 
submit the following statement: 
Subscribers $ollected from: 
K. C. Arey ................................... · .. $ 
E. F. Scales, Jr ................................ . 
I. 'Schuster .................................... . 
Harris Clothing Co ............................ . 
Dr. J. Franklin Turner ......................... . 
Dr. Burnell P. Jones ........................... . 
H. L. Thomas ................................. . 
Jas. B. White, Va. & N.Y ....................... . 
D. P. Withers ................................. . 
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J. Frank Travis, also with us .......... . 
page 61 } Chas. F. Tucker ..................... . 
J. C. Jordan ......................... . 
A. Newman Turner ............................ . 
W. King Anderson, Bal. $400.00 due now ......... . 
R. T. Cole ..................................... . 
Ross Watson .................................. . 
Robert J. Miller ............................... . 
Dr. J. L. Jennings ............................. . 
Hugh T. Williams ............................. . 














Fred Canaday ................................. $ 5,000.00 
I Hugh Williams .......................... ·....... 500~00 -..~ H. R. Fitzgerald. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,000.00 
. 1,_ Jno. E_~ .. Hughes ......•........................... 2,500.00 ~;., -- R.-w: Jones, Agt. Sou. Ry. Co................... 1,500.00 
1 W. C. Fretwell. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 500.00 
. $11,000.00 
Grand Total ......... : ............. $30,000.00 
Having fully complied with all of the requirements of Mr. 
Hughes and Mr. H. R. Fitzgerald, and inasmuch as their trans-
actions were to be handled through the First National Bank, 
and since we will need the funds in completing our stocks, we 
trust it will be both your pleasure and convenience to now 
handle these two matters of collect~on for us and place the 
same to our credit. Mr. Highes has been ill and not especially 
needing the funds we delayed formal request until now. 
So long as we do business with your institution, and I trust 
it will be continuous, our records are at all times open to you, 
and any statement desired will be gladly furnished. 
\Vonld appreciate your call and inspection of our premises 
at your first opportunity; we believe we can show you ''just a 
little,'' possibly more, than you might expect. 
Mr. J. R. Hill is very capable in this line in addition to his 
practical experience in both the wholesale and retail business, 
and is employed by our Corporation at a salary of only $125.00 
per month, drawing or havin~ to his credit t~e sam~ all?ount as 
the writer. Mr. J. F. Travis, for years With Wimbish, and 
otherwise experienced in the line and quite generally ac-
quainted, both in the City and surrounding territory, has 
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taken $1,500.00 and actively with us at a salary for the. first 
year of $100.00. Our ground rent is $20.00 per month, and in 
addition we have one driver. at $16.00 per week, so you see our 
expenses are being looked to, but our force will be increased 
just as quickly as can accumulate the· proper stock, judicially 
purchased, but in the meantime we are ''making haste slowly'' 
and things generally are thoroughly satisfactory. In a. few 
weeks we will begin seeing results to an appreciable extent, 
we hope. · 
With kindest regards and very best personal wishes, we re-
main, 
Yours truly, 
MERCHANTS SUPPLY CO., "INC." 
J.W.F. 
Copy. 
MERCHANTS SUPPLY COMPANY, INC. 
page 62 r DANVILL,E, VA. 
DIRECTORS' MEETING: 
Held 4 P.M. Friday afternoon, March 5tll, 1920, at the of-
fices of the Company. 
Mr. J. C. Jordan, President, acted as Chairman. 
This meeting was composed for the most part of a general 
discussion and insight to the details of the affairs of the Cor-
poration, and was generally enthusiastic both as to present 
conditions and future outlook. 
J. W. Fretwell was instructed by a motion unanimously· 
carried to look into the advisability of leasing from the South-
ern Railway Company the adjoining lot, and if the saving in 
cost of Insurance and otherwise thought justifiable, to use his 
discretion and lease the same. . . . . _. .. \ 
~ It was further ordered that r~]!l~ col- ! ected as speedily as possible. The letter dated February 14t!l1J~!!Itive to subscrip!ions } to' the capital stock am:ttliose'collected ani[-u~c~~' 
addressed to JI. C~ .. fat!Q!l_,_ Asst. p~~~!~ ... ~_qf_Fir.st_ National 
Bank, was submitted and· read, and IS admitted as a pa:rtofihe 
~c..oxd.s of the meit~ . . . · 
/ -The~ further business, the meehng adJourned 
until next regular meeting, or until called specially in the 
meantime. 
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(Mr. Watson remarks to the effect: "Of course borrow. 
money. Who can do business without borrowing money T are 
so true that they are worthy of record.) 
J. W. FRETWELL, Acting Secretary. 
COPY. 
page 63 }- "EXHIBIT JORDAN #1." 
Danville, Va. 
STOCKHOLDERS' MEETING. 
We, the undersigned Stockholders (or subscribers) of the 
Merchants Supply Co., "Inc.," hereby accept this as sufficient 
notice of the organization meeting, which is to be held Friday, 
Sept. 15, '19, at 8 P.M., in the rooms of the Chamber of Com-
merce, Holland Bldg., Main St., Danville, V a. 
The purpose of this meeting is to perfect the organization 
by the election or approval of officers named who are to man-
age its affairs for the first year; the adoption of necessary 
By-laws and the consideration of any other matter that may 
properly come before said meeting. 
Signed: 
,J. R. HILL. 
C. F. TUCKER 
,J. C. JOHD.~-1\.N, Proxy 
J. \V. FRET\VEI.L. 
ISAAC SCHTJSTEH. 
l'I OSE HAI-\IUS. 
DR .• TJ~NNINGS. 
"WI. R. \YA'TSON. 
IIAHRY THO~{AS, hy F. 
D. P. WITHERS. 
W. K. ANDERSON. 
Notified by Letter 9/3-19. 3 P.M. 
{ 
tl~O. HUGHES. " 
H. H. ~""'ITZGEHALD. " 
R. \V. JONES. " 
J D. P. tTONES. 
l E. :F. SCALES, JR., 
~ .T. -F. TURNER. 





· (In accordance with V a. Corp. 
Law--Chap. 3-Section 4.) 
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State of Virginia, 
City of Danville, to-wit: 
page 64 }- I, J no. R. Cook, Clerk of the Corporation Court 
of Danville, Virginia, do hereby certify that the 
foregoing is a true transcript of so much of the record and ju-
dicial proceedings of said Court as I have been directed to 
copy in a certain Notice of motion to recover judgment, lately 
pending in said Court between Merchants Supply Co., ''Inc.,'' 
plaintiff, and Julian Meade, W. D. Powell, W. C. Thomas, 
First National Bank of Danville, Va.', and The First National 
Bank of Richmond, Va., Executors of John E. Hughes, de-
ceased, defendants. 
And I further certify that the plaintiff has filed with me a 
written notice to the defendants of its intention to apply for 
a transcript o.f said record, which notice has been duly ac-
cepted by Meade & Meade, Attorneys for said defenda~ts. 
Given under my hand this the 4th day of August, 1922. 
JNO. R. COOK, Clerk. 
Clerk's Fee for Copy of Record, $36~69. 
A Copy-Teste: 
H. STEW ART JONES, C. C. 
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